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I heartily commend this practical ami concise Review of Important 
Events in the Life of The Pennsylvania Railroad Company, and congratulate 
Mr. Schotter, Assistant Treasurer, in compiling this volume and placing 
it at the disposal of the Company. It should prove invaluable to officers 
and employes who wish to increase their knowledge of the underlying 
policies of the Company, and will interest those who know its traditions 
and have helped to shape its policies and progress. It also gives a 
clear understanding of the growth of the System, and will increase our 
appreciation of the foresight, devotion and ability of our predecessors. 
Through these qualities, and by sound policies of administration, the 
Company has been gradually developed into one of the great transportation 


systems of the World. 


Ae Jo County, 


Vice-President, 
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HIS review of the growth and develop- 
ment of The Pennsylvania Railroad 
Company was begun some years ago, 

and represents the use, to a large extent, of 
leisure hours. Its preparation was inspired 
by a desire to know more about how the 
Company grew to its present powerful position 
in the field of transportation. As this infor- 
mation was not available in condensed form 
or chronological order, it was necessary to 
go back to the origin of the Company, over 80 
years ago, and resort very largely to its Annual 
Reports to secure the data. 


No references are made to many. minor 
events, which are inseparable from the growth 
of every large corporation, the purpose being 
to simply record the more important facts. To 
have done otherwise would have considerably 
enlarged the work without correspondingly add- 
ing to its value to those interested in obtaining 
a brief account of the inception and growth of 
a really great transportation system. 


I gratefully acknowledge the helpful sug- 
gestions received from the various Departments. 


H. W. S. 


THE CHARTER 


HIS review of the growth and development of The 
Pennsylvania Railroad Company into the largest trans- 
portation system in the Country may appropriately 

begin with a brief recital of the struggle to obtain a charter 
by the public spirited citizens who promoted and believed 
in the enterprise. They proceeded in the face of strong 
opposition from those who could see nothing but a repeti- 
tion of the unprofitable experience of the State of Pennsyl- 
vania in the operation of its line of Public Works, and the 
results far exceeded their most optimistic expectations. The 
completion of the Pennsylvania Railroad from Harrisburg 
to Pittsburgh gave new life to the business and industries 
of the State, and it soon became, and has since continued 
to be, the greatest single factor in the material prosperity 
of Pennsylvania. The fact that this State leads all others 
in the Union, so far as industrial and railroad developments 
are concerned, is to a great extent due to the courage and 
foresight of those men who early planned and constructed 
the Pennsylvania Railroad from Harrisburg to Pittsburgh, 
which, with the State-owned Philadelphia & Columbia Rail- 
road and the privately owned Harrisburg, Portsmouth, Mt. 
Joy & Lancaster Railroad, constituted the first all-rail avenue 
of transportation across the State of Pennsylvania. 


PHILADELPHIA LOSES PRESTIGE 


Until the completion of the Erie Canal in 1825, Phila- 
delphia had been the commercial and financial centre of the 
United States, as well as its largest city in population, but 
the opening of that canal and the subsequent failure of a 
number of its large financial institutions and industrial con- 
cerns, caused it unwillingly to surrender its prestige to New 
York as the commercial metropolis of the Country. The City 
of Philadelphia, therefore, had to stand aside in its weakened 
condition and see the profitable trade of the West seeking 
tidewater at New York through the newly constructed canal, 
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or going to Baltimore over the Baltimore & Ohio Railroad, 
which had been constructed as far as Cumberland, Md., in 
1842, and stood at the border line of Pennsylvania waiting 
for legislative authority to extend its road to Pittsburgh, a 
distance of 150 miles. 


PENNSYLVANIA’S FIRST RAILROAD 


True, the State of Pennsylvania had embarked on the 
construction of its Main Line of Public Works across the 
State; in fact as early as March 31st, 1823, or more than a 
Century ago, a charter was granted to private interests led 
by John Stevens for a railroad known as “the Pennsylvania 
Railroad” (a forerunner of the present The Pennsylvania 
Railroad Company), which was the oldest charter under 
which any railroad promotion was ever undertaken and 
finally carried out on the American Continent. It was to 
be constructed between Philadelphia and the Susquehanna 
River at Columbia, Pa., a distance of about 81 miles. The 
intention of the incorporators was to ultimately extend the 
railroad westward to Pittsburgh; thence through Ohio and 
up to the Great Lakes and eastwardly to New York City, a 
territory later served by the present Pennsylvania Railroad. 
For the next three years a great deal of work was done and 
money spent in organizing the project, making preliminary 
surveys, and appealing for subscriptions to the Capital Stock, 
but no construction work was undertaken. 

During this period there had been some criticism of cer- 
tain provisions in the Act of 1823, and to eliminate the 
objectionable features a new Act was passed on April 7th, 
1826, authorizing private interests to construct a railroad on 
the same route to be known as “the Columbia, Lancaster 
and Philadelphia Railway,” which thus preserved and con- 
tinued the project begun in 1823. A further effort was made 
to induce private capital to build the road, but as it could 
not be secured in sufficient amount, an appeal was finally 
made for State aid, which resulted in the passage of a new 
Act on March 24th, 1828. Under this law, the State of 
Pennsylvania was to furnish the funds and construct “the 
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Pennsylvania Railroad’ between Philadelphia and Columbia, 
which meant the consummation of the original plan evolved 
by John Stevens and his associates in 1823. Its construction 
was actively undertaken by the State and it was opened for 
operation on April 16th, 1834, as part of the State-owned 
Public Works. The Philadelphia & Columbia Railroad, as 
it was then popularly known, was purchased by the Pennsyl- 
vania Railroad Company in 1857, together with the other 
portions of the Main Line of Public Works owned by the 
State, so that it has in its System today a railroad which was 
built as originally conceived and planned more than a cen- 
tury ago. ~ 

In the period 1832-1838, the rail route was extended 
from a point just west of Lancaster (where connection was 
made with the Philadelphia & Columbia Railroad) to Harris- 
burg by a privately owned Company known as the ‘‘Har- 
risburg, Portsmouth, Mt. Joy & Lancaster Railroad Com- 
pany,” whose first President was James Buchanan, and who 
later became President of the United States. A branch of 
this latter railroad from a point near Middletown (now 
Royalton), to a connection with the Philadelphia & Colum- 
bia Railroad at Columbia was completed on August 14th, 
1850. 

THE STATE WORKS OF PENNSYLVANIA 

The Main Line of Public Works owned by the State 
extended from Philadelphia to Pittsburgh, and consisted of 
a double track railroad from Philadelphia to Columbia, 81 
miles in length; the Eastern and Juniata Divisions of the 
Pennsylvania Canal from Columbia to Hollidaysburg, a dis- 
tance of 173 miles; the double track Allegheny Portage . 
Railroad, with five inclined planes on each side of the moun- 
tain, from Hollidaysburg to Johnstown, 36 miles in length; 
and the Western Division of the Pennsylvania Canal from 
Johnstown to Pittsburgh, a distance of 105 miles, making 
the total length from Philadelphia to Pittsburgh 395 miles. 

The State also owned a system of branch canals, the 
most important of which were the Susquehanna Division 
extending from Duncan’s Island (north of Harrisburg) to 
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Northumberland, 39 miles; West Branch Division, North- 
umberland to Farrandsville, 72 miles; North Branch Divi- 
sion, Northumberland to Lackawanna Creek (near Wilkes- 
Barre), 72 miles; Delaware Division,. Bristol to Easton, 60 
miles, and the Erie Extension extending from near New 
Castle to Erie, 106 miles. None of these branches was in- 
cluded in the sale of the Public Works to the Pennsylvania 
Railroad Company, to which reference is later made. They 
were subsequently sold by the State to the Philadelphia & 
Erie Railroad Company for $3,500,000., and later the Susque- 
hanna, West Branch and North Branch Divisions were ac- 
quired by the Pennsylvania Canal Company, which was 
controlled by the Pennsylvania Railroad Company. 


STATE WORKS WERE A FAILURE 


The State Works had proven a failure not only from the 
standpoint of the financial losses sustained by the State in 
constructing and operating them, but by reason of their 
inability to attract the competitive traffic between the West 
and the Atlantic Seaboard. The principal reasons for the 
unsatisfactory results in operating these Works were the 
delays and inconvenience caused by the use of inclined planes 
in crossing the mountains; the fact that the canals were 
closed by ice for three or four months of the year, and the 
Spring operations were hampered by floods and freshets. It, 
therefore, became apparent that if Philadelphia and the State 
of Pennsylvania were to be restored to their former pre- 
eminence, it was necessary to provide a more modern system 
of transportation, especially since the Baltimore & Ohio Rail- 
road Company was ready to proceed, upon securing legisla- 
tive authority, with the extension of its road westward to the 
Ohio River. 


TWO APPLICATIONS BEFORE LEGISLATURE 


Therefore, the year 1846 found two large influential 
bodies of men at the Seventieth Session of the Pennsylvania 
Legislature contesting for State authority to proceed with 
their respective projects. One represented those who were 
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determined to secure a charter in the name of The Pennsyl- 
vania Railroad Company, and to construct an all-rail line 
across the State from Harrisburg to Pittsburgh and the 
Ohio River. The other group were supporters of the Balti- 
more & Ohio Railroad Company, which was seeking the 
right to extend its line from Cumberland, Md., to Pittsburgh, 
the delegation from the southern city being reinforced by 
representatives from the southwestern counties of Pennsyl- 
vania, who claimed that they were badly treated in the mat- 
ter of railroad improvements, and attributed it to Philadelphia 
interests. 

The Pennsylvania Legislature had previously granted 
the Baltimore & Ohio Railroad Company the right to con- 
struct this extension, but having failed to do so within the 
specified time, that Company was seeking a re-enactment of 
the grant. The struggle between the two interests became 
intense, both in and out of the Legislature, but the climax 
finally being reached two Bills were passed, one incorporating 
The Pennsylvania Railroad Company, and the other granting 
the Baltimore & Ohio Railroad Company the right to construct 
the desired extension from Cumberland, Md., to Pittsburgh. 
The Act creating The Pennsylvania Railroad Company was 
signed by Governor Francis Rawn Shunk on April 13th, 1846, 
and his signature was affixed to the Baltimore & Ohio Rail- 
road Company Bill on April 21st, 1846. 


CONDITIONAL RIGHTS GRANTED P. R. R. AND B. & O. R. R. 


The Act granting the Baltimore & Ohio Railroad Com- 
pany the right to construct its extension to Pittsburgh was 
not to become effective until July 30th, 1847. There was a 
further condition attached to it that if the Legislature during 
the Session of 1846 should pass an Act giving the right to a 
Company to build a railroad from Harrisburg to Pittsburgh 
within the limits of Pennsylvania, and if certain conditions 
were complied with, the construction rights granted to the 
Baltimore & Ohio Railroad Company were to be null and 
void. These conditions were that $3,000,000. would have to 
be subscribed to the Stock of such Company, with 10% 


6 THE GROWTH AND DEVELOPMENT 


thereof actually paid in, and Letters Patent issued by the 
Governor, within one year from the passage of such an Act; 
also that thirty miles or more of its railroad would have to be 
placed under contract on or before July 30th, 1847. It was 
furthermore provided that the Act creating The Pennsyl- 
vania Railroad Company would not take effect unless the 
stockholders of that Company should pay into its Treasury, 
before July 30th, 1847, the sum of $1,000,000., representing 
subscriptions to Capital Stock, and fifteen miles of road 
were placed under contract at the Pittsburgh end of the road. 


P. R. R. CHARTER MADE EFFECTIVE—B. & O. RIGHTS VOID 


A strong appeal was made to the civic pride and com- 
mercial interests of Philadelphia, and after a door to door 
canvass for even single share subscriptions, and the decision 
of Philadelphia City Council to take 30,000 shares, in addi- 
tion to a conditional subscription of 20,000 shares, together 
with the fact that some subscribers paid up their Stock in 
full, the required amount of cash representing paid-in sub- 
scriptions was received. The necessary steps were also taken 
to place 30 miles of the road under contract, and, therefore, 
the Governor, on February 25th, 1847, issued Letters Patent 
to The Pennsylvania Railroad Company. This, of course, 
put an end to whatever hopes the Baltimore & Ohio Rail- 
road. Company had of extending its line to Pittsburgh at 
that time, and on August 2nd, 1847, the Governor issued a 
proclamation declaring the right of that Company in this 
respect null and void. 


IMPORTANT PROVISIONS OF CHARTER 


The Act incorporating the Company gave the President 
and Board of Directors, which latter was to consist of thir- 
teen members, all to be residents of Pennsylvania and owners 
of at least twenty shares of the Capital Stock of the Com- 
pany (subsequently changed to fifty shares), the power to 
determine the most advantageous route for its railroad, track, 
bridges, branches and facilities, beginning at a connection 
with the Harrisburg, Portsmouth, Mt. Joy & Lancaster 
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Railroad at Harrisburg westward to the City of Pittsburgh. 
It also gave authority to construct a branch to the Great 
Lakes at Erie, and such other branches into Counties through 
which its Main Line passed as in the judgment of the Board 
of Directors might be advantageous. The State was given 
the power to purchase the road at the end of any twenty- 
year period, which latter privilege was cancelled when the 
State-owned Public Works were bought by the Pennsylvania 
Railroad Company. The Company was authorized to issue 
$7,500,000. of Capital Stock represented by 150,000 shares 
of a par value of $50. each, and with the right to increase 
this to $10,000,000., or 200,000 shares, without securing addi- 
tional Legislative authority. 


FREIGHT AND PASSENGER RATES PRESCRIBED 


When completed the railroad was to be used for the con- 
veyance of passengers and the transportation of freight, and 
the Company was authorized to charge for its own passengers 
a sum not exceeding 3 cents per mile for through passengers 
and 3% cents for local passengers. The charter gave to any 
person owning the necessary vehicle the privilege of having 
it conveyed over the railroad of the Company upon the pay- 
ment of a charge for motive power, which was the same 
method of operation practiced on the State-owned Phila- 
delphia & Columbia Railroad. The charge for this service 
could not exceed 214 cents per mile for each passenger, 3 
cents per mile for each ton of freight, 3 cents per mile for 
each passenger or baggage car, and 2 cents per mile for each 
freight car, every 4 wheels being computed a car. 


TONNAGE TAX 


The Company was required, under its Charter, to pay 
to the State 5 mills per mile for each ton of freight carried 
more than 20 miles over the road between March and Decem- 
ber of each year, but not for the Winter months, because the 
canal could not then be operated and the Pennsylvania Rail- 
road would not then be competing with the Public Works 
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of the State. This tax was levied to protect the investment 
of the State in these Public Works, especially the canal, as 
this new railroad project was looked upon as a competitor. 
A supplement to the original Act provided for the reduc- 
tion of the tonnage tax to 3 mills per ton per mile during 
the entire year, instead of 5 mills between the months of 
March and December, and if after completion of the road 
this reduction should not yield as much revenue to the State 
as the 5-mill rate, the latter was to be restored at the option 
of the Legislature. 


LIMIT ON DEBTS AND LIABILITIES 


The Charter also provided that the ‘“‘whole amount of 
debts or other liabilities including loans, shall not at any time 
exceed one-half of the amount of capital actually paid in.” 
This provision was, of course, later amended to give the 
Company greater latitude in increasing its bonded debt. 


INTEREST TO BE PAID ON CAPITAL STOCK SUBSCRIPTIONS 


Another provision was that after contracts had been 
made for the immediate construction of fifteen miles of 
the road at each end of the line, a sum equal to 5% per 
annum (increased to 6% by Act approved March 27th, 1848, 
hereinafter referred to) on the paid-in capital of the Com- 
pany was to be estimated and credited to the holders of the 
Capital Stock, the amount of such interest to be charged 
to the cost of construction. This provision was to remain 
in force until 100 miles of the railroad, that is 50 miles thereof 
at both the eastern and western termini, were completed and 
in use, when, if a sufficient profit were earned, it could be dis- 
bursed to the stockholders in the form of a dividend in the 
months of May and November of each year. 
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THE PRESIDENTS 


N a review of this kind, covering an eighty-year period, 
I it was felt that interest would be added to the work if 

it were divided into the Administrations of the ten Presi- 
dents, who have so ably served the Company since its incor- 
poration. An opportunity is thus presented to show at the 
close of each Administration how the physical growth during 
such period was reflected in greater earnings and financial 
returns, and also adds a personal touch to a work which 
must necessarily deal so little with the personalities of the 
Directors, officers and employes, past and present, who have 
made it one of the greatest transportation systems in the 
Country. 

In passing, it may be interesting to point out that during 
the past eighty years, the Company has been fortunate in 
having as its responsible head men who were peculiarly fitted 
to solve the many intricate problems confronting the Man- 
agement during their respective Administrations. This is 
the result of a policy adopted very early in the history of 
the Company of selecting as its Chief Executives those officers, 
who from long experience were familiar with the Company’s 
operations, traffic conditions and finances, who knew its tradi- 
tions and policies, and through well-merited promotion had 
previously served in important official capacities. 


FIRST AND SECOND 


Samuel Vaughan Merrick and William Chamberlain 
Patterson, the First and Second Presidents, respectively, 
were prominently identified with the industrial and financial 
interests of Philadelphia. They were the type of men required 
to give the project the necessary impetus, and encourage sub- 
scriptions to the Capital Stock of the Company. 


THIRD 


Then followed John Edgar Thomson, the Third Presi- 
dent, who, as Chief Engineer, located and began construc- 
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tion of the road from Harrisburg to Pittsburgh, and later, as 
President, laid the foundation of the present Pennsylvania 
Railroad System in its greatest period of expansion from 
1852 to 1874. At the close of his Administration the System 
embraced a territory extending westward from the Atlantic 
Seaboard to the Mississippi River, and from the Ohio and 
Potomac Rivers on the south to the Great Lakes on the 
north. With few exceptions this is practically the same terri- 
tory it serves at the present time, the growth and develop- 
ment of the System since 1874 having been largely internal. 


FOURTH, FIFTH AND SIXTH 


To the successors of John Edgar Thomson was left the 
important task of strengthening and compacting the System 
he had laid out. Therefore, the succeeding Administrations 
of Thomas Alexander Scott, George Brooke Roberts and 
Frank Thomson, the Fourth, Fifth and Sixth Presidents, 
respectively, were characterized by large expenditures for 
internal improvements, such as the construction of branch 
lines, additional running tracks, enlarged yards, terminals, 
etc.; the financing, consolidation and acquisition of a num- 
ber of subsidiary companies, and the solution of many per- 
plexing problems incident to the rapid growth of the System. 


SEVENTH 


They were followed by the Administration of Alexander 
Johnston Cassatt, the Seventh President, who, with remark- 
able vision and foresight, saw that the Country would soon 
emerge from the financial and business depression of the 90’s. 
The Company, therefore, began a program of huge expendi- 
tures for improvement work on the Main Line between New 
York and Pittsburgh, including the New York Tunnel Exten- 
sion and Station, which was unparalleled in its history up 
to that time. As a result, it was prepared to handle the 
enormous growth in traffic which came with the general 
prosperity from 1901 to 1906. 
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EIGHTH AND NINTH 


The Administrations of James McCrea and Samuel Rea, 
the Eighth and Ninth Presidents, respectively, were marked 
by further compacting and rounding out of the System, but 
their efforts in other directions were greatly handicapped by 
business depressions, hostile railroad regulation, and the effects 
of the World War and Federal Control of the Railroads. 

Notwithstanding the future of the railroads was so uncer- 
tain, the Pennsylvania Railroad Company joined with other 
railroads of the Country in a huge program of capital expendi- 
tures for the improvement of the transportation service in 
the reconstruction period following the termination of Fed- 
eral Control in 1920, which to some extent is responsible 
for the fact that they are now operating with greater effi- 
ciency than ever before. Another significant fact, as indicat- 
ing public confidence in the Pennsylvania Railroad Company 
and its Management, is that notwithstanding the earning 
power of the Company was impaired by reason of conditions 
over which it had no control, the number of stockholders 
nearly doubled during President Rea’s Administration. There 
were 75,155 stockholders at the beginning of 1913 and during 
the year 1925, before he retired, there were 147,185, which is 
the greatest number on record up to the present time. 


TENTH 


William Wallace Atterbury, the Tenth President, began 
his Administration on October Ist, 1925, and this review, 
therefore, covers only one full year (1926) of his term as 
President. In that year the recovery from the War and 
Federal Control conditions, which began in 1923, became 
more pronounced. Further substantial improvement was 
made in the earning power of the Company, and in restoring 
the railroad, the efficiency of the Organization, and the 
service to their former standards. There is, however, no 
indication that the problems of railroad construction, opera- 
tion, or management will be less difficult than those which 
faced his predecessors, but it is safe to say that they will be 
solved, as they have been in the past, in the best interest of 
the public, the owners and the employes. 


12 THE GROWTH AND DEVELOPMENT 


SUMMARY 


The following is a list of the Presidents from the time the 
Organization of the Company was effected in 1847 up to 
the present date, and in subsequent pages the important 
events which have characterized its growth during this long 
and eventful period are reviewed in chronological order:— 


Samuel Vaughan Merrick........ March 31, 1847 to September 1, 1849; 
William Chamberlain Patterson. .September 1, 1849 to February 2, 1852; 
John Edgar Thomson............ February 3, 1852 to May 27, 1874; 
Thomas Alexander Scott......... June 3, 1874 to June 1, 1880; 

George Brooke Roberts.......... June 1, 1880 to January 30, 1897; 
Frankel homsotiee cocisce stele caste February 3, 1897 to June 5, 1899; 
Alexander Johnston Cassatt...... June 9, 1899 to December 28, 1906; 
Jamesv McCrea techie tn. estas January 2, 1907 to January 1, 1913; 
Samuel. Wea joc occas aie a sremiere January 1, 1913 to October 1, 1925; 


William Wallace Atterbury...... October 1, 1925 to date. 


SAMUEL VAUGHAN MERRICK 
First President—March 3l1st, 1847, to September Ist, 1849, 
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SAMUEL VAUGHAN MERRICK 
FIRST PRESIDENT, 1847-1849 


ORGANIZATION 


N March 30th, 1847, the stockholders of the newly 
incorporated Pennsylvania Railroad Company held a 
meeting for the election of Directors, and on March 

31st, 1847, the Directors so chosen elected Samuel Vaughan 
Merrick as President. He was born at Hallowell, Maine, on 
May 4th, 1801, and early devoted his energies along mechani- 
cal lines. Prior to his election, Mr. Merrick, as the head of 
the Franklin Institute, had charge of the erection of the 
Philadelphia Gas Works, and was an active partner in a 
large manufacturing establishment in that city. While not 
possessing the technical training of an engineer, he had a 
great deal of practical knowledge of ‘that profession, and 
was regarded as well fitted to manage and inspire confidence 
in the enterprise. 

On April 9th, 1847, the engineering organization was 
perfected, John Edgar Thomson (later President) being 
appointed Chief Engineer, and W. B. Foster, Jr., and Edward 
Miller, Associate Engineers. 

On April 21st, 1847, the President announced that he 
had appointed Committees on Road, Finance and Accounts. 
The Company secured offices on the second floor of what was 
then the American Fire Insurance Company Building, Nos. 
308 and 310 Walnut Street, Philadelphia, for a term of five 
years. 

Of course, the most important work in President Mer- 
rick’s administration, with the possible exception of raising 
the necessary capital to go forward with the project, was to 
locate and begin the construction of the road. The greatest 
obstacle in the way of this was the crossing, without the use 
of inclined planes, of the natural barrier between the East 
and West, namely, the Allegheny Mountains, and to select 
the most advantageous point at which to do so. 
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ADOPTED ROUTE—HARRISBURG TO ALTOONA 


Many routes had previously been proposed across the 
State, and after the Chief Engineer had made an inspection 
of each on the ground, and the rugged character of the 
country through which they would pass, he wisely selected 
the valley of the Juniata River as the most feasible, whether 
considered from the standpoint of grade or general directness. 

The route adopted by the Board of Directors com- 
menced at the Harrisburg depot of the Harrisburg, Ports- 
mouth, Mt. Joy & Lancaster Railroad; thence passing through 
Harrisburg, it followed the sloping ground between the 
Pennsylvania Canal and the Capitol Ridge for about 4 
miles, where it crossed the Canal .and, touching the point of 
Blue Mountain, crossed the Susquehanna River by bridge 
and passed to the west side. It then followed the Susque- 
hanna River through the village of Duncannon to the Juniata 
River, along the southern side of which it continued through 
Newport and Perrysville to a point a short distance above 
Lewistown. Here the line crossed to the north side and 
within a short distance re-crossed the Juniata to save about a 
mile of road and 180 degrees of curvature. From this point 
westward the river was crossed several times to a point called 
‘* Jack’s Narrows,” and finally the route passed to the north 
side of the river through Huntingdon to the Little Juniata 
above Petersburg (Huntingdon County), and thence after 
crossing the river twelve times and tunneling Tussey’s Moun- 
tain, near Spruce Creek, Logan’s Narrows was reached at 
the eastern base of the Allegheny Mountains. 


CROSSING THE ALLEGHENIES 


The line had then reached a point where it was necessary 
to determine the best location to cross the mountainous bar- 
rier between the East and the West. A great deal of time and 
study were given to this most important section of the road, as 
well as a careful examination on the ground of every feasible 
route, and the number and power of locomotives required 
to make the ascent. It was finally decided that the best 
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location was to pursue a course from Logan’s Narrows nearly 
in a direct line to Sugar Run Gap, which would pass through 
a beautiful valley over comparatively favorable ground, with 
gradual elevation until it reached Robinson’s Summit (now 
Altoona), which was the base of the mountain proper. The 
route, as described, began to ascend at Harrisburg, where it 
was 310 feet above tide, and followed the Susquehanna and 
Juniata Rivers to Robinson’s Summit which was 1,174 feet 
above tide, at which point started the actual ascent of the 
mountain. At Lewistown it had risen to 488 feet above 
tide; at Huntingdon, 610 feet; at Tyrone, 886 feet; and at 
Robinson’s Summit the line was at an elevation of 1,174 
feet above tidewater, leaving but 984 feet to reach the height 
found most suitable for crossing the mountains, which was 
2,158 feet above tide. The crossing was to be made on a 
maximum grade of 8414 feet per mile upon straight lines and 
75 feet on curves for 1214 miles, with a tunnel 3,570 feet 
long through the crest of the mountain. This grade was not 
unusual at that time, as the Baltimore & Ohio Railroad, in 
overcoming the Alleghenies, had a grade of 116 feet per 
mile for 1114 miles. 


WESTWARD TO PITTSBURGH 


Careful thought and study were then given to the most 
feasible of the several routes surveyed from the crossing of 
the mountain to Pittsburgh, and it was finally determined 
that the route should descend along the valley of the Cone- 
maugh River to Johnstown, the chief obstacle to overcome 
being the building of a tunnel 600 feet in length through 
Pringle’s Point, a short distance below Jefferson, but as the 
route crossed the Allegheny Portage Railroad (part of the State 
Works of Pennsylvania) five times by bridges and once upon a 
level, it possessed the advantage of being able to connect with 
it, thus bringing each portion of the line into profitable use 
as fast as it was completed. From Johnstown the route 
crossed the Conemaugh River and thence extended west- 
ward by way of Blairsville, Loyalhanna and Greensburg 
to the head of Brush Creek, which was followed to its con- 
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fluence with Turtle Creek, and thence via the latter stream 
to the banks of the Monongahela River; then following 
a northwesterly direction to Wilkinsburg and East Lib- 
erty, it reached its terminus at Pittsburgh. The line made 
a gradual descent from the top of the mountain, to Johns- 
town, where it was 1,184 feet above tide; thence along the 
Conemaugh Valley and Packsaddle Gap, and across the 
country to Greensburg, where its elevation was 1,091 feet. 
At Pittsburgh the elevation was 748 feet, being 438 feet 
higher at the western terminus than at Harrisburg. The 
total distance from Harrisburg to Pittsburgh on the route 
described was 249 miles. A more northerly route by the 
west branch of the Susquehanna River would have encoun- 
tered less elevation at the principal summits, but it would 
have been a much longer line than through the valley of the 
Juniata. 


OTHER ROUTES EXAMINED 


An examination was made of a proposed southern route, 
which followed the Cumberland Valley Railroad to near 
Shippensburg, passing through the Blue Mountains and 
thence westward. Another route left the Cumberland 
Valley Railroad at Chambersburg, and, turning the end 
of Blue Mountain, would have gone toward the low depression 
at Cowan’s Gap in Tuscarora Mountain, but this would 
have been too circuitous compared with the line from Ship- 
pensburg. The principal objections, however, to both of these 
routes were the high gradients and the rugged character 
of the country which they proposed to accommodate. Aside 
from the disadvantages of the Shippensburg route, it was 
found that this section of the State could be provided with 
equally as good transportation facilities, with less expendi- 
ture of capital, by constructing the Main Line in the valley 
of the Juniata and building branches through the level 
valleys lying between the parallel mountains on the adopted 
Juniata route. In this connection it may be well to point 
out that Chief Engineer Thomson early adopted a policy, 
which, if it had been adhered to by other railroad manage- 


THE PENNSYLVANIA RAILROAD COMPANY 17 


ments in the earlier days of railroad construction, would 
have saved much additional and unprofitable mileage, 
that is, not to turn from a direct course to accommodate 
local developments to the detriment of the principal object 
to be accomplished, when the same interest could be served 
equally as well with a branch line. 


CONNECTION WITH ALLEGHENY PORTAGE RAILROAD 


Pending the completion of the Western Division of the 
Pennsylvania Railroad, arrangements were made to connect 
the Eastern Division with the State-owned Allegheny Portage 
Railroad by the construction of a branch from Altoona to 
Hollidaysburg at the ‘‘Y”’ switches, a distance of a little more 
than 6 miles. There would then be available within a few 
years an all-rail line from Philadelphia to Johnstown, a dis- 
tance of 279 miles, through the use of the Philadelphia & 
Columbia Railroad from Philadelphia to a connection with 
the Harrisburg, Portsmouth, Mt. Joy & Lancaster Railroad 
just west of Lancaster; the latter road from said point of 
connection to Harrisburg; the Pennsylvania Railroad from 
Harrisburg to Hollidaysburg “‘Y” switches, and the Alle- 
gheny Portage Railroad from there to Johnstown. 


DESCRIPTION OF ALLEGHENY PORTAGE RAILROAD 


As the Allegheny Portage Railroad was to temporarily 
become an important connecting link in the through line to 
the West, the following description of it is interesting, it 
having been published by the Passenger Department of the 
Pennsylvania Railroad Company in 1875 from information 
furnished by Solomon W. Roberts, who was one of the Prin- 
cipal Assistant Engineers in its construction :— 


“The Portage Road, over the Allegheny Mountains, 
was during all the time it remained in operation one of 
the wonders of America. It consisted of eleven levels or 
grade lines and ten inclined planes. The ascent from 
Johnstown to the summit was 1,1711% feet in a distance 
of 26% miles, and the descent from the summit to Holli- 
daysburg was 1,399 feet in a distance of ten miles (a total 
length of 36 miles). The planes were numbered east- 
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wardly, the one nearest Johnstown being number one and 
that nearest Hollidaysburg number ten. The length and 
rise of the planes were as follows: 


Length Rise 
NO; Sh ce corer’ steretatenete 1,607 ft. 150 ft. 
Noi 52) See as seems 1,760 ft. 132ft. 
Noisy Sinsitiues ooteeatirens 1,480 ft. 130 ft. 
NO... 945 caratsunedeteteintats 2,195 ft. 187 ft. 
DS (o Pas te Pee Ie a 2,628 ft. 201 ft. 

Summit Level Fall 
Nort (623 5Gi wteletans Pde Beth 9 266 ft. 
NO. 7 cnacteg. ses es 2,655 ft. 260 ft. 
NG? So rs2e 5 cue nce 3,116 fC. 307 ft. 
No:,./93,30 see eee 2,720 ft. 189 ft. 
NO: L033) cae cee 2,295 ft. 180 ft. 


The cars were passed over these planes by means of 
wire ropes attached to stationary engines, and it is a 
notable fact that during the twenty years the road was 
used no serious accidents ever occurred upon it. Boats 
used on the Canal for carrying through freight were built 
in sections, which sections were placed upon trucks and 
carried over the railroad.” 


ESTIMATES TO COMPLETE AND EQUIP THE ROAD 

The Chief Engineer had prepared two estimates of the 
cost of constructing and equipping the road. The first was 
based on building the entire 249 miles of railroad, graded 
for double track, but laid with a single track, and it also 
included the purchase of locomotives and cars. On this 
basis the estimated cost was approximately $11,100,000. The 
other estimate was based on making the road available for 
traffic between Harrisburg and Pittsburgh at the earliest 
possible date by using the Allegheny Portage Railroad be- 
tween Hollidaysburg and Johnstown, a distance of 36 miles. 
It was estimated that the cost, including equipment, under 
a plan of this kind, could be reduced to $7,860,000., and the 
Management proceeded on this basis pending the completion 
of the Mountain Division. 


CAMPAIGN FOR SUBSCRIPTIONS TO CAPITAL STOCK 

By strong and persistent efforts the Company up to 
1849 had secured subscriptions to its Capital Stock amount- 
ing to over $5,500,000., payable in ten installments of $5.00 
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each, leaving $2,360,000. to be subscribed to complete the 
work on a reduced scale. The City of Philadelphia had 
originally taken 30,000 shares, and subsequently subscribed 
to 20,000 shares additional, making a total investment of 
$2,500,000. With this substantial interest in the enterprise, 
and other large and small subscriptions throughout the City, 
the citizens of Philadelphia set a creditable example for other 
sections of the State, which were to share in the general pros- 
perity incident to the expansion of the trade and traffic of 
Pennsylvania, through the medium of the transportation facili- 
ties to be provided by the Pennsylvania Railroad Company. 
The citizens throughout the State were urged to invest their 
capital, with the most implicit confidence in the future of 
the project, and with the assurance of a fair return on their 
investment until the road was opened to Pittsburgh, when 
it was felt regular dividends of 8% would be paid. A report 
of the progress of construction was widely published and the 
people of the State were advised of the strenuous efforts 
being made by neighboring railroads and communities to 
secure the prize in the trade of the West, when the Penn- 
sylvania Railroad had the shortest and most natural route 
to reach it. Attention was called to the estimate of earn- 
ings prepared by the Management showing the profit that 
should accrue to the Company, which was based on the 
results of operations of other roads in the East, and did not 
take into consideration the advantages the Pennsylvania 
Railroad had in its shorter route, easier grades and lower 
cost of operation because of its accessibility to very cheap 
fuel for motive power purposes. 


MANAGEMENT’S POLICY QUESTIONED 


In the midst of the efforts to secure additional sub- 
scriptions, some question was raised by the leading firms 
engaged in transportation upon the State Works, with respect 
to the manner in which the Management intended to con- 
duct the business of the Company, especially with regard 
to the matter of cars. This had been a very profitable source 
of income to those who owned equipment on the State Works, 
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and who hired it out at remunerative rates, they receiving 
a much larger profit, in proportion to the capital employed, 
than that derived from the operations of the road and 
motive power. They were informed that it was the inten- 
tion of the Company to conduct operations with its own 
cars and engines as much as possible consistent with the 
rights reserved to individuals in the Charter. This deci- 
sion led to attempts to mislead prospective stockholders, and 
to raise questions as to the propriety of using the capital of 
the Company in furnishing equipment instead of devoting 
it to building the road. Of course, the question of profit 
was an important element in the decision of the Management 
to provide its own equipment, but it also had in mind the 
reduction of the cost of transportation to a minimum price, 
thus accomplishing the main object in promoting the enter- 
prise, which was to benefit the trade and commercial rela- 
tions of the whole State of Pennsylvania. In accordance 
with this policy, contracts were entered into for the first 
equipment of the Company, viz: 75 freight cars and 3 
freight locomotives to be delivered on May Ist, 1849, when 
the road was expected to be completed as far west as 
Lewistown. 


INCREASED INTEREST PAYMENTS 


The clause in the Charter requiring the payment of 5% 
interest per annum on the actual paid-in capital of the Com- 
pany, after contracts had been made for the construction of 
15 miles at each end of the road, was given serious con- 
sideration because that rate of interest was not deemed 
sufficient to attract subscriptions to Capital Stock. There- 
fore, the Legislature was asked to amend the Charter to 
increase the rate to 6%, and a supplemental Act was passed 
on March 27th, 1848, authorizing the Company to pay that 
rate of interest semi-annually in the months of May and 
November until the road was completed. Interest payments, 
therefore, began in the month of May, 1848, and covered the 
period from the date the first installment ($5.00 per share) 
was paid in April, 1847. It may not seem to have been a 
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wise policy for the Company to pay interest on its paid-in 
capital when nothing was being earned, yet the factor of 
interest, and probably at usurious rates, would have been 
an element in any event if other methods had been used 
to raise the capital to construct the road. The Directors 
felt that it was not fair to ask subscribers to forego their 
income while the work was in progress when, by the pay- 
ment of a reasonable return on their investment, additional 
capital could probably be induced to participate in the 
enterprise. 


LOOKING WESTWARD 


The Management early gave its attention to the bright 
prospect of securing the large and profitable traffic from the 
West, in addition to the revenue to be derived from local 
traffic in the rich and populous section served by its railroad 
in the State of Pennsylvania. The adopted line of the Penn- 
sylvania Railroad was directly in the path of a route that 
would be most advantageous for the location of a railroad 
from the Mississippi River through the centre of the great 
agricultural, mining and manufacturing districts to the 
Atlantic Seaboard. The Management, therefore, looked with 
favor upon the efforts of the citizens and merchants of Ohio 
and western Pennsylvania to construct a line from the western 
terminus of the Pennsylvania Railroad across the State of 
Ohio. They had secured a Charter in 1848 under the name 
of the Ohio & Pennsylvania Railroad Company (now part 
of Pittsburgh, Ft. Wayne & Chicago Railway), and as sufficient 
Stock had been subscribed along its proposed route to enable 
them to organize, it was not hard to understand the willing- 
ness of many citizens in the western part of Pennsylvania to 
change their former unfriendly feelings toward the Pennsyl- 
vania Railroad Company. As a result the County of Alle- 
gheny in 1848 authorized a subscription to 20,000 shares 
($1,000,000.) of its Capital Stock upon the fulfillment of 
certain conditions as to the prompt commencement of con- 
struction work upon the western end of the line, the location 
of the terminus in Pittsburgh, and the payment of interest 
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upon their subscription, all of which, it is. needless to say, 
were readily met. 


OPERATION OF HARRISBURG, PORTSMOUTH, MT. JOY & 
LANCASTER R. R. 

Realizing the importance and necessity of extending the 
operations of the Pennsylvania Railroad over as long a 
route as possible, and of placing all motive power and cars 
under one Management, even before its own railroad was 
completed and in operation, arrangements were made on 
November lst, 1848, with the Harrisburg, Portsmouth, Mt. 
Joy & Lancaster Railroad (with which the Pennsylvania 
Railroad proposed to connect at Harrisburg), by which the 
latter Company was to conduct the operations of the smaller 
road. The important features in this contract, which was 
to be effective for 20 years from September lst, 1849, were 
that the Pennsylvania Railroad Company was to purchase 
all the equipment of the Harrisburg, Portsmouth, Mt. Joy & 
Lancaster Railroad Company, which, with that owned by the 
Pennsylvania Railroad, was to be used exclusively on both 
railroads. The charges for the local business, or that which 
did not pass over the Pennsylvania Railroad, were to be regu- 
‘lated by the Harrisburg, Portsmouth, Mt. Joy & Lancaster 
Railroad Company, but the charges upon all freight and pass- 
enger traffic passing over any portion of the Pennsylvania 
Railroad were to be governed by its rates. This agreement 
with the Harrisburg, Portsmouth, Mt. Joy & Lancaster 
Railroad Company later took the form of a lease for 999 
years, but as it was consummated in another Administration, 
it will be dealt with in a subsequent chapter. 


RESIGNATION OF PRESIDENT MERRICK 


With the construction of the road progressing satisfac- 
torily, and the prospect that sufficient capital would be raised 
for its completion, President Merrick tendered his resigna- 
tion on August 29th, 1849, and relinquished the responsi- 
bilities of the office of President, effective September 1st, 1849, 
but retained his membership in the Board of Directors. 
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BRIGHT PROSPECTS 


Prospects were bright at the close of President Merrick’s 
administration for the successful completion of the entire 
line at a not distant date. With the acknowledged superi- 
ority of the route to the West, both as to grades and distance, 
and the well known advantage of all-rail transportation over 
the then existing rail, canal and stage coach, there seemed to 
be substantial basis for the belief that the Company would 
have a profitable career, notwithstanding the impression that 
if the State Works did not yield a profit, it was hardly pos- 
sible for this new road to have sufficient earnings to pay 
anything like a fair return on the capital invested. The 
answer was readily given that if the capital obligations of 
the State Works represented an amount equal to the repro- 
ductive cost of the property, instead of being so greatly in 
excess of it, there was hardly a question but what it would 
pay with judicious and economical management. 


CONSTRUCTION ACCOUNT 


The following statement shows the Construction Account 
for the first three years of the Company’s existence (fiscal 
year ending October 31st), and as the road was then in course 
of construction, there are no operating results to present: 


Amount received from stock- 1847 1848 1849 
holders in payment of sub- 

BETIDUOHG Sorte sles wee c $1,017,725.00 $1,623,710.00 $3,622,035.00 
Of which there was expended 64,421.14 1,108,269.31 3,123,364.71 
Leaving a balance of....... $953,303.86 $515,440.69 $498,670.29 
Stock subscriptions to be col- 

CECE ete o ane oye ta Stace odie wii aca ate 1,520,000.00 1,900,000.00 
Amount available for con- 

struction work........... $953,303.86 $2,035,440.69 $2,398,670.29 

DIRECTORS 


It may be of interest to give the names and terms of 
service of the Directors of the Pennsylvania Railroad Com- 
pany since its incorporation, and this information will be 
found at the close of each Administration for the Directors 
who served during such period. A supplement to the origi- 
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nal Charter was approved on March 27th, 1848, which 
authorized Municipalities subscribing to the Capital Stock 
of the Company to elect one Director for each 10,000 shares 
subscribed, but limiting the number so elected to three 
for each Municipality. Under this authority, Allegheny 
County had two representatives on the Board up to 1859 
when it sold its holdings, and the City of Philadelphia had 
three members up to 1879 when the Pennsylvania Railroad 
Company purchased its ownership of Capital Stock. 

As a result of subscriptions to the required amount of 
Capital Stock, two Municipal Districts of Philadelphia, 
namely, Spring Garden and Northern Liberties, also had one 
member each on the Board of Directors for several years 
prior to 1855. When these Municipal Districts were con- 
solidated with the City of Philadelphia under an Act ap- 
proved March 11th, 1854, they ceased to have representation 
on the Board as the City of Philadelphia then had the full 
quota permitted under the Charter of the Company. 

The following is a list of the Directors who served during 
President Merrick’s Administration, together with the dates 
of their election and the end of their service:— 


Name of Director Elected End of Service 
Samuel Vaughan Merrick....March 30, 1847, February 2, 1852; 
Lhomas:.©, Cone... cc. ens op April 26, 1848; 
Robert Loland <4 f.-o.ee eas ¢ July 19, 1848; 
David's: Brown... .. +) 074. February 4, 1852; 
James Magee............... "S December 4, 1848; 
Richard’ D, ‘Wood ics i.)02 3s <3 i ss 
Stephen Colwell............ 4 December 18, 1850; 
George W. Carpenter........ re January 6, 1858; 
Christian E. Spangler....... . September 19, 1857; 
(iW sfoyont: (Had [pe UR ier Soh an, SRLS AG February 4, 1852; 
William C. Patterson....... 2 February 2, 1852; 
Fienry Gr Corbitt... scenes . May 17, 1847; 
FORN ALY WHERE si one ose g ers ¥ December 4, 1848; 
pease Golesi ccs cei Seat May 17, 1847, December 4, 1848; 
Robert F. Stockton......... December 4, 1848, December 3, 1849; 
JOGn WiesaNd seis sce ehint S December 21, 1848; 
Morris L. Hallowell......... LS December 3, 1849; 
Creorge: EIOWGIL iss Sesis.c ome, cleys 4 March 2, 1857; 
John H. Shoenberger........ tg December 26, 1851; 
William Wilkins............ bs February 7, 1853; 
TObRAY ALrOW,. ce oank wide Gleneicie,s January 17, 1849, December 2, 1850; 


Mis Peer akate resets December 18, 1850, December 18, 1855. 


WILLIAM CHAMBERLAIN PATTERSON 
Second President—September Ist, 1849, to February 2nd, 1852, 
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WILLIAM CHAMBERLAIN PATTERSON 
SECOND PRESIDENT, 1849-1852 


a K PILLIAM CHAMBERLAIN PATTERSON was 
elected President on August 29th, 1849, effective 
September 1st, 1849. He was born in Claiborne 

County, Tenn., on February Ist, 1813, and came prominently 

before the public through his efforts in managing the Bill for 

the consolidation of the City and County of Philadelphia, 
and as the result of his work in settling the tangled affairs 
of the defunct Pennsylvania Bank. He possessed unusual 
financial and practical ability, which qualified him to act 
asthe administrative head of the Pennsylvania Railroad 
Company. 
OPENING OF SECTIONS OF THE ROAD 


On the first day of his Administration as President, 
namely, September Ist, 1849, the Pennsylvania Railroad was 
completed between Harrisburg and Lewistown, a distance of 
61 miles, that being the first section opened for operation. 
The time table issued by the Company at that time showed 
one passenger train over the road each way daily. The 
westward train left Dillerville on the Harrisburg, Portsmouth, 
Mt. Joy & Lancaster Railroad at 12.00 o’clock, noon, arriv- 
ing at Lewistown, a distance of 97 miles, at 5.30 in the after- 
noon. The eastward train left Lewistown at 10.00 o’clock in 
the morning, and arrived at Dillerville at 3.10 in the after- 
noon. The freight trains at that time ran only twice a week 
between these points. 

On December 24th, 1849, the road was completed to 
McVeytown, a distance of 72 miles from Harrisburg; to 
Shaeffer’s Aqueduct, near Mount Union, 85 miles, on April 
1st, 1850; to Huntingdon, 97 miles, on June 10th, 1850, and 
to the State-owned Allegheny Portage Railroad, near Holli- 
daysburg, 137 miles, on September 17th, 1850. The actual 
connection was not made until October 1st, 1850, and then 
only for the purpose of testing the facilities, as operations 
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were not commenced over the Allegheny Portage Railroad, 
so far as Pennsylvania Railroad traffic was concerned, until 
the following Spring. When this large section of the road 
was in active operation, it was expected the earnings would 
afford the stockholders sufficient evidence of the safety 
and productiveness of the capital which they had invested 
in the Pennsylvania Railroad Company. The road was 
laid with iron rails, contracted for at the rate of $61.50 
per ton, which was about $10. less than the market price 
at that time. Experiments were made with the use of coal, 
wood and coke for fuel purposes, which resulted in the use of 
coal and wood combined, the experience with coke proving 
very unsatisfactory. 


MOUNTAIN DIVISION 


While the Pennsylvania Railroad had been completed 
to a connection with the Allegheny Portage Railroad, and 
arrangements made to temporarily use that avenue of trans- 
portation over the mountains, the Management felt that this 
means of conveyance, although temporarily answering the 
purpose, should be discontinued as promptly as capital 
could be raised. The use of inclined planes not only pre- 
vented the carriage of live stock from points west of the 
mountains to the eastern markets, thus cutting off a material 
source of revenue, but the time consumed on this section of 
the road made it anything but an inviting route for travelers 
and shippers. Added to this was the fact that it was mis- 
managed, owing to the numerous changes in State and local 
politics. Therefore, that portion of the road crossing the 
Allegheny Mountains from Altoona to the Stone Viaduct over 
the Conemaugh River, just east of Conemaugh, a distance 
of 3114 miles, known as the “ Mountain Division,” had 
been considered by the Chief Engineer as a separate section 
of the road in his estimates, and no effort had been made 
to proceed with its immediate construction, as sufficient 
capital could not be had to justify this action. However, 
with the Eastern Division of the line finished and partly 
in operation, and rapid progress being made on the Western 
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Division from Pittsburgh to the Stone Viaduct, a distance 
of 85 miles, the Chief Engineer was naturally anxious to 
begin construction work on the connecting link across the 
mountains, which it was estimated would cost close to 
$2,000,000. 


B. & O. R. R. AGAIN IN THE FIELD 


He was especially desirous of completing this section of 
the road because the Baltimore & Ohio Railroad Company 
had secured the right to build an extension from Cumber- 
land, Md., to the Ohio River, upon which rapid progress 
was being made. It was felt that if the Pennsylvania Rail- 
road were to continue the use of the Allegheny Portage 
Railroad over the mountains and be subject to its frequent 
delays and interruptions, it could not hope to be a strong 
competitor of the Baltimore & Ohio Railroad when the 
latter road reached the Ohio River, to which point it was 
expected to be completed by 1852. It was recognized 
that it was a difficult task at that time to raise $2,000,000. 
to build the Pennsylvania Railroad over the mountains, and 
the additional amount to complete the Western Division and 
provide the necessary equipment, but the advantages to be 
gained were considered to be worth the effort. 


EARNINGS SHOULD EQUAL THOSE OF B. & O.— 
COMPETITION FOR WESTERN TRAFFIC 


In further substantiation of the claim that the Pennsyl- 
vania Railroad would prove a profitable investment for capi- 
tal, reference was made to the Baltimore & Ohio Railroad, 
which was earning 814% upon its Stock, and it was argued 
if that Company could operate so successfully, it was unques- 
tionable, with the smaller capital investment of the Penn- 
sylvania Railroad Company, its greater length of road and 
more favorable grades and curvature, that it should do at 
least as well, or even better than the southern company. 
Further, the Baltimore & Ohio Railroad Company, instead 
of disbursing the 84% earned on its Capital Stock, was 
using it in the vigorous prosecution of its extension westward 
in an endeavor to secure the trade of the West, as it was 
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expected that before the Pennsylvania Railroad was built 
to Pittsburgh, a continuous all-rail line would be constructed 
from the latter point to Cleveland and Cincinnati, and 
probably into Indiana, and both companies were extremely 
anxious to provide the outlet to the Atlantic Coast for this 
traffic. 
TONNAGE TAX 

It was in the year 1850 that the Management of the 
Pennsylvania Railroad Company first called attention to the 
tonnage tax imposed under the Charter granted to the Com- 
pany, and the great injustice it would do if allowed to remain, 
the tax having been levied for the alleged purpose of protecting 
the investment of the State in its line of Public Works. The 
injurious effects of this measure on the prospects of the new 
enterprise were continually kept before the State authorities, 
and efforts were made to show that instead of the Pennsyl- 
vania Railroad being a competitor of the State Works, it was 
really the only means of retaining the important trade of 
the West within the limits of Pennsylvania. It was pointed 
out that as the result of the delays and inconveniences inci- 
dent to the movement of traffic on the State Works, it would 
sooner or later find an outlet over the Baltimore & Ohio Rail- 
road on the south, or the New York & Erie Railroad and Erie 
Canal on the north, which companies were the real competitors 
of the State in the operation of its transportation facilities, and 
thus the through business from the West would almost cease 
to flow through the State of Pennsylvania. ‘Therefore, all 
attempts to secure it to the State Works by a tonnage tax 
or other penalties on traffic passing over the Pennsylvania 
Railroad were not only unreasonable, but unjust, and the 
tax imposed was just that much of an advantage to its com- 
petitors on the north and south. 


FINANCING WITH CAPITAL STOCK 


When subscriptions to the Capital Stock had reached 
close to the $10,000,000. authorized in the Charter, a con- 
troversy arose over the method to be pursued in raising the 
balance of $2,500,000. required to complete the road, as 
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subscriptions to the Stock were not being received in very 
large amounts. The advisability of making a loan was con- 
sidered, but it was claimed by the opponents of this plan 
that it would be a departure from the declared policy of 
the Company to complete the line unencumbered by debt. 
On the other hand it was recognized that a resort to loans 
was inevitable unless substantial subscriptions were received 
from the citizens and large institutions. Serious discussion 
was had on the question, and as a result the Board of Direc- 
tors concluded to continue the efforts to raise new capital 
through the medium of Capital Stock. 


REDUCTION IN PASSENGER RATES 


The Charter of the Company having fixed the maxi- 
mum charge for local passengers at 314 cents per mile, and 
through passengers at 3 cents per mile, the Management 
deemed it advisable to charge those rates, but as it did not 
seem fair to discriminate against local travel, which it was 
urged should be encouraged, it was decided that the abolition 
of the distinction between local and through passengers would 
ultimately yield a larger net revenue. Accordingly passenger 
rates were fixed at the uniform rate of 3 cents per mile on and 
after January Ist, 1850, except for emigrant traffic, which 
could be carried at slow speed and consequently at very low 
rates. 

CONSTRUCTION PROGRESS—EARNINGS—OPERATING 
ORGANIZATION 

While the Pennsylvania Railroad had been constructed 
to a connection with the Allegheny Portage Railroad, a dis- 
tance of 137 miles from Harrisburg, the average length of 
road in use during the year 1850 was only 90 miles, and, 
therefore, it was felt it would not be fair to place the net 
earnings against the total cost of road and equipment in 
figuring the percentage earned on the money invested. A 
further reason was that an Operating Organization had just 
been perfected, consisting of four Departments, viz: Con- 
ducting Transportation, Maintenance of Way, Motive Power, 
and Maintenance of Cars, and the minor positions, though 
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not unimportant, were necessarily filled with inexperienced 
men, as the operation of railroads was then something of a 
new undertaking. 

The early part of the year 1851 found the Pennsylvania 
Railroad in operation as far west as Altoona, the terminus 
of the Eastern Division, with a connection to the Allegheny 
Portage Railroad. During that year portions of the West- 
ern Division, which embraced that section of the road from 
the Stone Viaduct over the Conemaugh River to Pitts- 
burgh, were brought into operation, and the movement of 
traffic between Philadelphia and Pittsburgh was then con- 
ducted over five or six separate links forming a broken chain 
of transportation facilities between the two cities. How- 
ever, despite these unsatisfactory conditions, the gross earnings 
of the Company during the year 1851 were much greater 
than those for the previous year, but, of course, the increase 
in the length of road operated was responsible for a large 
portion of this very creditable showing. The net earnings 
indicated a return equivalent to 634% upon the cost of 
the road and equipment then in use, including interest during 
construction. 


ORIGIN OF NAME “ALTOONA” 


As the City of Altoona occupies such an important place 
in the growth and development of the Company, it would 
perhaps be interesting at this point to give the origin of its 
name. There are several versions, but after careful research 
and examination of the records it was found that when the 
Company had purchased property there, which consisted 
largely of farm land, the town was tentatively named 
‘*‘Allatoona,” presumably after the picturesque ‘‘Allatoona 
Pass” in Georgia, in which State John Edgar Thomson had 
been engaged in engineering work before his connection with 
the Pennsylvania Railroad Company. This first name is 
confirmed by reference to the note books of the late James 
R. McClure, Assistant Engineer in charge of building the 
railroad and the Logan House at that point in the latter part 
of 1850. Later when the town was laid out and lots placed 
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on the market for sale, a final name had to be given to it and 
“Altoona”? was selected as being shorter and perhaps more 
euphonious. 


OHIO & PENNSYLVANIA RAILROAD COMPANY 


Great pressure was brought upon the Management in 
1851 to subscribe to $250,000. of Stock of the Ohio & Penn- 
sylvania Railroad Company, the line of which commenced at 
Pittsburgh and was to be constructed to Crestline, O. It was 
suggested that this subscription could be paid for by the issue 
of Bonds of the Pennsylvania Railroad Company, provided 
an amount equivalent to the interest on such Bonds was paid 
by the Ohio & Pennsylvania Railroad Company. The matter 
was carefully considered by a Committee of Stockholders, and 
while their report set out how vastly important it was, not 
only to the Pennsylvania Railroad Company, but to the 
whole State of Pennsylvania, to aid in the completion of this 
western connection, the Committee did not deem it advis- 
able at that time to participate in the project, as its own 
railroad was in an unfinished condition, and it was only 
after much persuasion that additional capital could be in- 
duced to support that project. The Management, however, 
did not long maintain this attitude toward the Ohio & Penn- 
sylvania Railroad Company, as subsequent chapters indicate. 


RESIGNATION OF PRESIDENT PATTERSON 


A difference of opinion in the Management as to the 
course to be pursued in financing the needs of the Company 
and its general business policies led to the resignation of 
President Patterson, effective February 2nd, 1852, and the 
election to the Presidency on February 3rd, 1852, of John 
Edgar Thomson, who had been Chief Engineer of the Com- 
pany. 

EARNINGS—CONSTRUCTION ACCOUNT 

The following statements give the results of operation 
during President Patterson’s administration, and the financial 
condition of the Company during that period. The road 
had been opened to Lewistown on September Ist, 1849, and 
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as the fiscal year of the Company then ended on October 31st, 
the results of operation during September and October, 1849, 
are omitted. They are included in the operations for the year 
ending December 31st, 1850, as the fiscal year of the Com- 
pany was changed to the last day of the year by an Act of 
the Legislature dated April 26th, 1850:— 


EARNINGS 

1850 1851 
Gross Hartiingsie saieatten oeciee ad cm ale ae a $339,452.51 $1,039,565.49 
Operating Expenses siceiccicica wieisjeris oar els 172,244.28 706,640.19 
Net Barings ic «aoe nae eae $167,208.23 $332,925.30 

CONSTRUCTION ACCOUNT 

Amount received from stockholders in . 1850 1851 

payment of subscriptions............. $5,822,210.00 $8,103,465.00 


Of which there was expended............ 5,095,546.12 7,978,089.82 
Reavine & DAlIgnCe Ole. vaincak Sar ies Wate $726,663.88 $125,375.18 
Stock subscriptions to be collected....... 1,013,640.00 1,472,585.00 


Amount available for construction work.. $1,740,303.88 $1,597,960.18 


DIRECTORS 


The following is a list of the Directors who served during 
President Patterson’s Administration, together with the 
dates of their election and the end of their service:— 


Name of Director Elected 


Samuel Vaughan Merrick...March 30, 1847, 
Stephen Colwell........... ee 
George W. Carpenter....... 8 
Christian E. Spangler...... ee 
LOMAS AP LueR cs. cr os ocles a 


Robert F. Stockton........ December 4, 1848, 
George Howell...........0.. s 
Morris L. Hallowell........ a 
John H. Shoenberger....... pi 
William Wilkins........... as 


Washington Butcher....... December 3, 1849, 
i Gite | ey eine HR ge December 27, 1865, 

Edward M. Davis.......... December 3, 1849, 

John Yarrow Eh ya atts sie kiaas January 17, 1849, 


Sees erents ence December 18, 1850, 
Alexander J. Derbyshire....December 2, 1850, 
#: ....February 26, 1873, 

William Robinson, Jr....... December 26, 1851, 


End of Service 


February 2, 1852; 
December 18, 1850; 
January 6, 1858; 
September 19, 1857; 
February 4, 1852; 
February 2, 1852; 
February 4, 1852; 
December 3, 1849; 
March 2, 1857; 
December 3, 1849; 
December 26, 1851; 
February 7, 1853; 
May 28, 1861; 
January 8, 1873; 
February 12, 1852; 
December 2, 1850; 
December 18, 1855; 
February 5, 1855; 
March 26, 1878; 
March 3, 1856. 


\ 


\ 


= 


\ 


= 
~ 
> pe 
¢. 
at 
= 


; 


peas, 


itis 


A 


#7) 


JOHN EDGAR THOMSON 


Third President—February 3rd, 1852, to May 27th, 1874. 
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JOHN EDGAR THOMSON 
THIRD PRESIDENT, 1852-1874 


OHN EDGAR THOMSON was born in Morton, Dela- 
J ware County, Pa., on February 10th, 1808, and was 

educated principally by his father. He began his event- 
ful railroad career at the age of 19 on one of the engineering 
corps engaged in surveying the Philadelphia & Columbia 
Railroad, which was later constructed by the State of Penn- 
sylvania. The knowledge and experience gained in this 
work and in supervising the construction of other railroads 
was later used to the great advantage of the Pennsylvania 
Railroad Company. After leaving the service of the State, 
he secured employment with the Camden & Amboy Rail- 
road, and subsequently became Chief Engineer of the Georgia 
Railroad, with which road he remained until his appoint- 
ment as Chief Engineer of the Pennsylvania Railroad Com- 
pany early in 1847. In June, 1849, the Board of Directors 
also committed to Mr. Thomson the duties of General Super- 
intendent, which position he retained until January, 1851, 
and on February 3rd, 1852, he was elected President. He 
was one of the foremost civil engineers of his time, and the 
location and building of the Pennsylvania Railroad is a tribute 
to his engineering skill. 

During his term as President, extending over a period 
of 22 years, he laid the foundation of the Pennsylvania Rail- 
road System, which at the close of his Administration em- 
braced a territory extending as far west as the Mississippi 
River, and from the Ohio and Potomac Rivers on the south 
to the Great Lakes on the north. Furthermore, he was 
responsible for the first organization adopted by the Com- 
pany for conducting its business, which, while enlarged to 
meet changing conditions and the needs of the Company, 
has stood the test of time and experience. He lived to see 
its operations grow to extremely large proportions, which 
left no doubt as to the profitableness of the enterprise and 
its vast importance not only to the State in the development 
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of its industries and natural resources, but to the whole 
economic welfare of the Country. 


FURTHER REDUCTION IN PASSENGER RATES 


So great was the desire to secure the trade of the West 
that the Management of the Company proposed to make the 
passenger rates almost without regard to profit, and so low 
as to preclude the successful interference of any rival route. 
With this policy in mind the first class passenger fares were 
reduced on and after March Ist, 1852, to a uniform rate of 
2% cents per mile. 


INCREASED CAPITAL STOCK 


A supplemental Act was passed by the Legislature on 
April 23rd, 1852, authorizing the issuance of 60,000 additional 
shares of Capital Stock, having a par value of $3,000,000., to 
complete the Mountain Division. Shortly afterward, on 
May 6th, 1852, legislation was secured to further increase 
the Capital Stock 20,000 shares, par value $1,000,000., mak- 
ing a total authorized issue of 280,000 shares with a par 
value of $14,000,000. Although strong efforts were made to 
dispose of this Stock the response was not encouraging, and 
this means of raising capital was temporarily abandoned; 
but as the Company would have been seriously embarrassed 
if it had not been able to complete the Mountain Division 
and furnish equipment and other facilities at the earliest 
practicable date, in order to become an important competitor 
with other routes for the trade of the West, it was necessary 
to employ other means of raising the funds. 


FIRST BOND ISSUE 


Therefore, with the approval of the stockholders of the 
Company, a First Mortgage for $5,000,000. was executed, 
dated October 14th, 1852, providing for the issuance of 
5,000 $1,000. Bonds, or 5,000 Bonds of 200 Pounds Sterling 
each; the Dollar Bonds to bear 6% interest and the Sterling 
Bonds 5% interest. These Bonds were to mature on Decem- 
ber 31st, 1880, with the privilege to the holders to convert 
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them into Capital Stock at par up to December Ist, 1860. 
They were all issued as Dollar Bonds bearing 6% interest, 
and $3,000,000. of them were disposed of on favorable terms 
in the year 1852 and the balance in 1853, the selling price 
being slightly above par. The proceeds were to be used for 
the purpose of completing a single track road from Harris- 
burg to Pittsburgh, including equipment and other facilities, 
thus avoiding the use of the objectionable inclined planes 
on the Allegheny Portage Railroad. However, the demands 
of increased business had made it very apparent that an 
additional track was necessary, estimated to cost $3,600,000., 
throughout the entire length of the road, and the Chief 
Engineer was accordingly instructed to proceed with this 
work as soon as the financial resources of the Company 
would permit. 


CONTINUOUS RAILROAD OPENED 


It was with great pleasure that the Management reported 
to the stockholders that a continuous single track railroad 
had been opened to trade and travel on December 10th, 1852, 
between Philadelphia and Pittsburgh, including a branch to 
Blairsville nearly 3 miles in length. It was the first all-rail 
line to be built from the Atlantic Seaboard to Pittsburgh. 
However, the State-owned Allegheny Portage Railroad with 
its inclined planes and the Philadelphia & Columbia Rail- 
road continued to form a part of the route. 


BRANCHES 


While the Management realized the importance of early 
_completing its road to Pittsburgh, they were not unmindful 
of the possibilities of developing the territory adjacent to 
the Main Line by the construction of branches. In accordance 
with this policy a location had been made for a branch 1614 
miles in length from Blairsville to Indiana, Pa., to be paid 
for partly by Stock subscriptions of residents along the route, 
and surveys were being made for a branch to Uniontown, Pa. 
It was felt that with the completion of the Main Line of the 
Company, the foregoing branches, and the western railroads 
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then being constructed through Ohio, Indiana and Illinois, 
an enormous amount of traffic would be thrown on the 
Pennsylvania Railroad; in fact so much that a two-track 
line would soon be overcrowded, thus necessitating a third 
track in congested sections, giving the road greatly increased 
capacity and a consequent ability to reduce transportation 
charges to compete with the low rates charged on western 
shipments via the Erie Canal route. With this prospect, it 
was argued that the tide of the western trade would soon 
be turned toward Philadelphia, from which City it had been 
diverted by the opening of that route. 


PHILADELPHIA TERMINAL 


By an Act of the Legislature of March 3rd, 1853, the 
Pennsylvania Railroad Company was given the right to 
operate its cars over the Philadelphia & Columbia Railroad, 
and as this arrangement necessitated the construction of a 
station in Philadelphia for the accommodation of its passenger 
trains, property was secured at Eleventh and Market Streets 
for that purpose. A station was subsequently built on this 
site and opened for use on May 20th, 1854. The Company 
was also the owner of property at Thirteenth and Market 
Streets, now occupied by the Wanamaker Store, on which 
a large freight station was erected. It was placed in opera- 
tion in 1855, and was said to be the largest of its kind in the 
United States at that time. 


AIDING WESTERN CONNECTIONS 


President Thomson realized early in his Administration 
that to judiciously invest capital in the several railroads 
projected in Ohio and Indiana was almost as important 
for the concentration of traffic from these States and the 
great central region of the West upon the Pennsylvania 
Railroad, as it was to provide funds for the completion of 
the latter road itself. Therefore, a number of subscriptions 
were made to the Capital Stock of various western railroad 
companies, and financial aid was otherwise extended to them. 
As it was necessary to secure legislative authority therefor, a 
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supplement to the Act incorporating the Pennsylvania Rail- 
road Company was passed on March 23rd, 1853. This Act 
authorized and empowered it to subscribe to the Capital 
Stock or guarantee the Bonds of such railroad companies in 
other States as the Board of Directors deemed wise to pro- 
mote the trade of the State of Pennsylvania and the interest 
of the Pennsylvania Railroad Company, but not in excess of 
15% of the actual subscribed Capital Stock of the latter 
Company. ; 


OHIO & PENNSYLVANIA RAILROAD COMPANY 

Of the several lines that were being built in Ohio, through 
which the Pennsylvania Railroad expected to receive its 
share of the western trade, the Ohio & Pennsylvania Rail- 
road Company (afterward merged into the Pittsburgh, Ft. 
Wayne & Chicago Railroad Company) made the greatest 
progress. This road under its Charter had the right to build 
a line from the eastern to the western boundary lines of Ohio 
and into Pittsburgh, and as the means for completing the 
Pennsylvania Railroad’s Main Line had been furnished by 
the sale of $5,000,000. of its First Mortgage Bonds, the 
Management felt that it could safely invest $300,000. in the 
Capital Stock of the Ohio & Pennsylvania Railroad Com- 
pany, a portion of which was to be used to construct a bridge 
across the Allegheny River so as to reach the depot of the 
Pennsylvania Railroad in Pittsburgh. It was finally deter- 
mined not to build this road further west than Crestline, O., 
from which point it was opened for traffic to Pittsburgh 
on April 11th, 1853. 


OHIO & INDIANA RAILROAD COMPANY 

The Pennsylvania Railroad also agreed to help finance 
the Ohio & Indiana Railroad Company (also later merged 
into the Pittsburgh, Ft. Wayne & Chicago Railroad Com- 
pany), which was chartered to build a line from Crestline, 
O., to Fort Wayne, Ind., it being really an extension of 
the Ohio & Pennsylvania Railroad from Crestline to Ft. 
Wayne. This railroad had been partly constructed, and as 
it was estimated that it would cost about $300,000. to com- 
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plete it, the Pennsylvania Railroad agreed to subscribe to 
that amount of the Capital Stock of the Company. As a 
result it was completed between those cities and opened for 
traffic in November, 1854. An extension of this route was 
projected from Ft. Wayne to Chicago, for the construction 
of which the Fort Wayne & Chicago Railroad Company 
(this being another of the Companies afterward merged into 
the Pittsburgh, Ft. Wayne & Chicago Railroad Company) 
was organized. 


PITTSBURGH, FT. WAYNE & CHICAGO RAILROAD COMPANY 
FORMED 


On May 6th, 1856, the Ohio & Pennsylvania Railroad 
Company, the Ohio & Indiana Railroad Company, and the 
Fort Wayne & Chicago Railroad Company were merged 
into the Pittsburgh, Ft. Wayne & Chicago Railroad Com- 
pany. The whole length of the road when completed was 
to be 468 miles, forming a continuous railroad from Pitts- 
burgh to Chicago. As a result of this consolidation, the 
Pennsylvania Railroad Company received $769,850. of Stock 
in the new Company for its investment of $600,000. in two 
of the three consolidated companies. 


MARIETTA & CINCINNATI RAILROAD COMPANY 


The Pennsylvania Railroad Company also aided the 
Marietta & Cincinnati Railroad Company, which was en- 
gaged in the completion of a line from Wheeling, W. Va., 
to Marietta, O., a distance of 76 miles. This road was 
designed as a connecting link between a line originating at 
Cincinnati (then in course of construction from that point 
eastwardly to Marietta), and a road from Pittsburgh to 
Wheeling, W. Va., which was being built as rapidly as the 
character of the country traversed would permit. To con- 
struct this connecting link, the Pennsylvania Railroad was 
asked to subscribe to $750,000. of the Capital Stock of 
the Marietta & Cincinnati Railroad Company, and after 
the route had been examined by the Chief Engineer of 
the Pennsylvania Railroad Company, and an estimate had 
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been prepared of the probable amount of traffic it would 
divert to its road at Pittsburgh for eastern markets, as 
well as the advantages to be secured in having a through 
line from Pittsburgh to Cincinnati, he strongly recom- 
mended the project. The Company thereupon subscribed 
$750,000. to the Capital Stock of the Marietta & Cincinnati 
Railroad Company, the subscription to be paid for either in 
Capital Stock of the Pennsylvania Railroad Company, or 
cash, with the proviso that the Marietta Company should 
agree to pay 6% on the Stock issued by it and not sell the 
Pennsylvania Railroad Company Stock at less than par 
without the consent of the latter Company. Subsequently, 
$100,000. of the investment in the Marietta & Cincinnati 
Railroad Company was exchanged for a like amount of Stock 
in the Maysville & Big Sandy Railroad Company, which 
road, through the Scioto Valley Railroad, connected with the 
Marietta & Cincinnati Railroad, and by means of which 
Philadelphia was to be placed in direct connection with the 
heart of Kentucky at Lexington. 
SPRINGFIELD, MT. VERNON & PITTSBURGH 
RAILROAD COMPANY 

In addition to the foregoing, the Springfield, Mt. Vernon 
& Pittsburgh Railroad Company received financial aid from 
the Pennsylvania Railroad Company in the form:of a sub- 
scription to $100,000. of its Capital Stock, which was done 
largely to secure an early connection with Cincinnati by a 
route, which, while longer than the line via Wheeling and 
Marietta, had lighter gradients and easy curvature. Sub- 
sequently the Pennsylvania Railroad Company exchanged 
its interest in this Company for a like amount of stock of 
the Steubenville & Indiana Railroad Company, to which 
reference is hereinafter made. In 1861 the completed por- 
tion of the Springfield, Mt. Vernon & Pittsburgh Railroad 
between Springfield and Delaware, O., was sold to what is 
now the Cleveland, Cincinnati, Chicago & St. Louis Rail- 
way Company (part of the New York Central System). 
The uncompleted section later formed part of the road con- 
structed from Millersburg to Columbus, O., by a predecessor 
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of the Pennsylvania, Ohio & Detroit Railroad Company, all 
of the Capital Stock of which is owned in the interest of the 
Pennsylvania Railroad Company. 


STEUBENVILLE & INDIANA RAILROAD COMPANY 


While these roads extending in a northwesterly and 
southwesterly direction from the Pennsylvania Railroad 
terminus at Pittsburgh were aggressively pushing their 
respective lines to completion, the Management realized the 
importance and value of securing a more direct railroad 
communication with the rich agricultural and commercial 
section of the West lying about parallel with Philadelphia. 
The Steubenville & Indiana Railroad Company (now part 
of the Pittsburgh, Cincinnati, Chicago & St. Louis Railroad 
Company), which was chartered to build a line from Steuben- 
ville, O., to the Indiana State line, occupied this territory 
and had been diligently proceeding with the construction of 
its line without heretofore asking aid of the Pennsylvania 
Railroad Company. The gauge of the two roads was the 
same, affording a material advantage in the interchange of 
cars for through traffic, which unfortunately had not been 
the case in the exchange of business with the Ohio & Penn- 
sylvania Railroad. The advantage in the form of a direct 
connection with the Steubenville & Indiana Railroad was 
offered to the Pennsylvania Railroad if it would guarantee 
the Bonds of the former company to the extent of $500,000., 
the proceeds from the sale of which were to be used in the 
completion of its line between Steubenville and Columbus. 
This the Pennsylvania Railroad agreed to do, and with this 
guarantee the Company had reached the limit to which it 
could extend aid to roads in other States under the supple- 
ment to its Charter. The connection with the Steubenville 
& Indiana Railroad was to be made through the Pittsburgh 
& Steubenville Railroad, which was to be built from a con- 
nection with the Pennsylvania Railroad in Pittsburgh to 
Steubenville, and the completion of these roads, it was 
stated, would furnish the shortest route to Cincinnati and 
the middle West from Philadelphia and New York. 
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To summarize, the Pennsylvania Railroad Company had 
up to the end of 1854, in addition to this guarantee, the 
sum of $1,450,000. invested in the Capital Stocks of the 
following Western railroads:— 


Merit) Cae Cima IW EIS FoI CO eS 5 ard esc miele s Ba od Meieldiale $300,000. 
cree Abeer ben Re Cate eta edicts alate WI aiaerihs wt a. x Wie ars 300,000. 
RIMES YA Cl) ROMMERENTIDTS Fe 8 TeOisia ss oie c' Soe ale Ss 0.4.9 ernteelav oie 650,000 
MMergvuslle ts bic Sandy Rh: RoCoss 26 ois cies sis ois s helbae 100,000. 
Springfield, Mt. Vernon & Pittsburgh R. R. Co............. 100,000. 

$1,450,000. 


MOUNTAIN DIVISION COMPLETED 


The Mountain Division of the Pennsylvania Railroad, 
which was the most difficult section of the whole road to 
construct, was completed on February 15th, 1854, thus 
bringing the entire line of the Pennsylvania Railroad into 
use from Harrisburg to Pittsburgh. There were three through 
westward trains daily from Philadelphia to Pittsburgh and 
the same number eastward, the time consumed in making the 
journey being 13, 15, and 17 hours, respectively. That por- 
tion of the line crossing the mountain was laid with two 
tracks, but the double tracking on other sections of the 
route was temporarily discontinued in 1854 owing to the 
difficulty in raising capital. 


SECOND MORTGAGE BONDS 


The Company under date of April 18th, 1854, secured 
an amendment to its Charter, which authorized debts and 
loans up to the full amount of its paid-in capital, and having 
by this time sold all the Bonds issued under its First Mort- 
gage, it created a Second Mortgage, dated June Ist, 1854, 
in the authorized sum of $5,000,000. with the provision that 
these Bonds could be issued either as Dollar or Sterling 
Bonds, to bear 6% interest, and have the privilege of con- 
version into Capital Stock at par. The Annual Report for 
1854 states that owing to the embarrassed financial condi- 
tions in this Country in that year, they were not pressed on 
the market. The Company, however, beginning in the year 
1855 sold over $2,000,000. of these Bonds abroad, bearing 
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6% interest, and payable in Sterling. The balance of the 
$5,000,000. issue was subsequently sold in this Country, 
bearing 6% interest, and payable in Dollars, the entire 
amount issued under the Second Mortgage maturing March 
31st, 1875. 

DOUBLE TRACKING 


The double tracking work was partially resumed in 1855, 
and it may be interesting to note the following statement of 
the completed and uncompleted portions of the second track 
at the close of that year:— 


Harrisburg to Lewistown...... 37 miles finished, 24 miles unfinished 
Lewistown to Huntingdon..... 6 2 ae 30 os es 
Huntingdon to Altoona........ 8 gs sh 26 os 4 
Altoona to Johnstown......... S8ie, a 0 — 
Johnstown to Blairsville Inter- : 

sections: os. atn te aaioenne as 0 ss = 25 = os 
Blairsville Intersection to Pitts- 

Durgh.s 2k ack ot ee 4334 8 10% “ 

Totals’ se «fon diver wcteies 13934) 4° rs 11 Sse = 


FIRST DIVIDEND 


The Pennsylvania Railroad Company had been paying 
interest at the rate of 6% per annum beginning in 1848 on 
all paid-in subscriptions to its Capital Stock from the date 
when the first installment was paid in April, 1847. In May, 
1856, it paid what is described in the Annual Report for 
that year as Dividend No. 1 at the rate of 4% on its Capital 
Stock. The Company accordingly ceased to pay interest 


on fully paid subscriptions to Capital Stock in November, 
1855. 


INTEREST PAID STOCKHOLDERS TAKEN OUT OF 
CONSTRUCTION ACCOUNT 

Under its Charter the Company was authorized to charge 
interest paid to the stockholders, prior to the inauguration 
of dividend payments, to its Construction Account, and this 
was done while the road was under construction. However, 
as soon as a substantial part of it was opened for operation 
and the net earnings permitted, the Management pursued 
the conservative policy of taking the item of stockholders’ 
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interest out of the Construction Account and charging it to 
net earnings. The total amount of interest paid to the stock- 
holders up to November Ist, 1855, when interest payments 
ceased, was over $2,800,000., which sum had by that time 
been entirely eliminated from the Construction Account of 
the Company. 

INDIANA BRANCH 


The Indiana Branch from Blairsville to Indiana, Pa., 
was opened for use on June 9th, 1856. It was 1614 miles 
long, making the entire distance from the connection with 
the Main Line at Blairsville Intersection to Indiana about 
19 miles. 


PURCHASE OF THE MAIN LINE OF 
PUBLIC WORKS 


AGITATING SALE 


When the Pennsylvania Railroad was finished and in 
operation, it soon became evident that the Pennsyl- 
vania State Works could not profitably compete with that 
improved avenue of transportation, or indeed with those to 
the north and south of it, and the people of Pennsylvania 
began to agitate the sale of their railroad and canal im- 
provements to some suitable purchaser. These properties 
had been constructed to preserve the trade and commercial 
relations of the State with other communities, and while 
that purpose had to a limited extent been accomplished, it 
was done at great expense to the State Treasury. Now that 
a private corporation had provided a medium of transpor- 
tation, with which it was most unwise'and unprofitable to 
compete, the citizens were anxious to rid themselves of the 
burden of meeting yearly deficits in the operation of the 
Public Works. 

LEGISLATIVE AUTHORITY 


Therefore, in 1854 legislation was enacted by the State 
providing for the sale of the Main Line of Public Works, 


a 
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but the terms and conditions were such that neither the 
Pennsylvania Railroad Company, nor other interests, would 
make a bid. A somewhat similar Act was passed in 1855, 
but it too proved ineffective in securing a purchaser, although 
the Company submitted a proposition offering to purchase 
the said Works for $7,500,000. It also agreed to purchase 
the Philadelphia & Columbia Railroad at its cost of con- 
struction to be determined by a Commission of three civil 
engineers upon which sum so ascertained the Pennsylvania 
Railroad Company would forever pay to the State semi- 
annually an amount equivalent to the dividend paid to its 
stockholders upon an equal amount of its Capital Stock. 
This offer, however, was not accepted, but it practically 
formed the basis, except for the latter feature, of a sub- 
sequent Act passed by the Legislature, under which the 
Pennsylvania Railroad Company purchased the entire State 
Works. 
TONNAGE TAX 


Meanwhile the Company had continued to voice its pro- 
test against the burdensome tonnage tax imposed by the 
State, and as a result the Legislature, by the passage of an 
Act on May 7th, 1855, partially yielded to this pressure by 
repealing the tax on coal and lumber, provided the rates 
charged by the Pennsylvania Railroad Company would be 
correspondingly reduced. It was at once apparent that the 
traffic in these commodities was greatly stimulated by this 
concession, and shippers of other commodities insisted 
upon similar treatment. In the midst of this agitation the 
Commonwealth again offered to sell its Main Line of Public 


Works, a third Act to accomplish this purpose being passed 
on May 16th, 1857. 


DETAILS OF ACT 


The most important feature of this Act was that it 
fixed the minimum price for the sale of the Main Line at 
$7,500,000., and provided that if the Pennsylvania Railroad 
Company should become the purchaser, it should, in addition 
to the-sum of $7,500,000., pay $1,500,000. in its 5% bonds, 
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and thereupon the Pennsylvania Railroad Company and the 
Harrisburg, Portsmouth, Mt. Joy & Lancaster Railroad Com- 
pany would in consideration thereof be discharged by the 
Commonwealth forever from the payment of all taxes upon 
tonnage or freight carried over said railroads, and the Penn- 
sylvania Railroad Company would be released from the pay- 
ment of all other taxes or duties on its Capital Stock, Bonds, 
dividends or property. 


PURCHASED BY PENNSYLVANIA RAILROAD 


The property was, therefore, offered for sale in accordance 
with the terms in the Act on June 25th, 1857, at the Mer- 
chants Exchange in the City of Philadelphia and the Penn- 
sylvania Railroad Company, being the highest and best 
bidder, purchased it for $7,500,000. The Secretary of State 
made the conveyance on July 31st, 1857, and on August Ist, 
1857, the Pennsylvania Railroad Company entered into 
possession of what had been the Main Line of Public Works 
of Pennsylvania. 


TERMS OF PURCHASE 


Under the terms of the purchase 5% Bonds of the Penn- 
sylvania Railroad Company were to be delivered to the 
State in the sum of $7,500,000., of which $100,000. were to 
become due on July 31st, 1858, and $100,000. on July 31st 
annually thereafter until July 31st, 1890, when $1,000,000. 
of said Bonds were to be paid; $1,000,000. annually there- 
after on July 31st until 1893, inclusive, and the balance of 
$300,000. on July 31st, 1894; interest was to be paid on the 
31st day of January and July in each year. The State also 
surrendered its right to purchase the Pennsylvania Railroad 


as provided in the Charter of the Company. 


PROPERTY PURCHASED 


The purchase included 105 miles of canal on the west 
and 173 miles on the east side of the Allegheny Mountains; 
36 miles of railroad, part double and a portion single track 
over these mountains between Johnstown and Hollidays- 
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burg, and 81 miles of double track road between Philadelphia 

and Columbia, Pa., together with all the real estate, loco- 
motives, cars and all other property connected therewith. 

The Allegheny Portage Railroad with its inclined planes, 

which had been in operation since 1834, had been abandoned 

and its place taken by a standard railroad built by the State 

and opened for traffic on July 1st, 1855. It was known as the . 
*“‘New Portage Railroad.”” However, when the Pennsylvania 
Railroad Company came into possession of the property, 
this section was operated only to the end of October, 1857, 
as operations over its own road crossing the mountains could 
be conducted much more economically. Therefore, the work 
of dismantling the New Portage Railroad was begun in 1858, 
and some of the rails taken up were used in extending the 
Pittsburgh, Ft. Wayne & Chicago Railroad from Plymouth, 
Ind., to Chicago, Il. 

All of the facilities, as well as the equipment, were in a 
more or less dilapidated condition owing to the lack of repairs 
and renewals, and the expenditure to put them in good 
working order was necessarily heavy. The Company was 
not only burdened with this outlay, but in addition no material 
had been purchased by the Commonwealth between June 25th, 
1857, when the property was sold, and the date of delivery 
on August Ist, 1857, except that absolutely necessary to 
keep the Works in operation. The material included in 
the Bill of Sale was used to repair and maintain the prop- 
erty for the thirty-six days intervening, while the State 
appropriated the receipts. 


REPEAL OF TONNAGE TAX UNCONSTITUTIONAL 


The Supreme Court of the State, however, declared 
unconstitutional that portion of the Act repealing the ton- 
nage tax, and releasing the Company from the payment of 
all other taxes on its Stock, Bonds, dividends and property. 
Therefore, it found itself in the position of being the owner 
of the Main Line of the State Works, and at the same time 
burdened with a tonnage tax originally assessed to com- 
pensate the State for any diminution in the receipts from 
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the operation of said Public Works by reason of the competi- 
tion resulting from the construction of the Pennsylvania Rail- 
road. The Company, under advice of counsel, decided to 
withhold the payment of the tonnage tax, and threatened to 
test its constitutionality in the Courts. The Management 
clearly set forth that the construction of the Pennsylvania 
Railroad had not only failed to impair the net revenues of 
the Main Line of Public Works, but had made profitable the 
Philadelphia & Columbia Railroad, which was the only por- 
tion of the whole property having any value as an investment; 
that the motive for the tax had been removed by the sale 
of the Public Works at a cost far in excess of their value to 
the State, or indeed to any independent purchaser, and, 
therefore, a continuance of its exaction would be a most 
oppressive and arbitrary use of the power of the Common- 
wealth. 
SETTLEMENT FINALLY REACHED 

A bitter controversy arose over the question. Many mer- 
chants favored the removal of the tax rather than to suffer 
the loss of business resulting from the tax discrimination, 
while State bondholders, who feared that a repeal would 
seriously reduce the revenues of the State, allied themselves 
with the opposition. The final outcome was the passage of 
an Act on March 7th, 1861, commuting the tonnage tax 
imposed upon the Pennsylvania Railroad Company and the 
Harrisburg, Portsmouth, Mt. Joy & Lancaster Railroad 
Company, provided the former Company would agree to 
pay the State of Pennsylvania the sum of $460,000. annually 
‘until July 31st, 1890, part of which sum was to represent 
installments of principal and interest on account of the pur- 
chase of the State Works, and the balance as a tribute to the 
State for the commutation of the tonnage tax. The final 
cost to the Company, including interest, as indicated in 
subsequent pages, was $15,565,654.94. 


ASSISTING OTHER ROADS 


Meanwhile the tonnage tax, which the Company had 
refused to pay from 1857 to 1861, had amounted to $850,000., 
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and under the terms of the Act of 1861, the Pennsylvania 
Railroad Company was obligated to use this sum in pur- 
chasing the First Mortgage Bonds of the following com- 
panies, whose roads were in various stages of completion, 
and were in need of additional capital. All of these roads 
are today embraced in the Pennsylvania Railroad System, 
viz:— 


Bald Eagle Valley Railroad Company............... $200,000. 
Tyrone & Clearfield Railroad Company.............. 75,000. 
Ebensburg & Cresson Railroad Company............ 66,500. 
Bedford Railroad Companyviec ... osisc toe ees ie 100,000. 
Western Pennsylvania Railroad Company............ 250,000. 
Pittsburgh & Steubenville Railroad Company........ 158,500. 

Totals. ..cccnaod Samah eee ae eee sae $850,000 


A PANIC YEAR 


The panic year of 1857 seriously affected the operations 
of the Pennsylvania Railroad Company, though it suffered 
to no greater extent than any other transportation or in- 
dustrial corporation. While a 4% cash dividend was paid in 
May of that year, and the earnings were sufficient to justify 
the payment of a reasonable cash dividend in November, 
the financial outlook was far from promising, and the Man- 
agement deemed it advisable not to pay the usual semi- 
annual dividend in November. In addition the salaries of 
the employes were reduced 10%, 15% and 25% depending 
upon the amount of compensation received, this action becom- 
ing effective on November lst, 1857. 


AID FOR TYRONE & CLEARFIELD RAILROAD 


An appeal for aid was made in 1858 to complete the 
Tyrone & Clearfield Railroad, 23 miles in length, and after 
giving the subject careful consideration, the Pennsylvania 
Railroad Company agreed to accept in payment of passen- 
ger fares and amounts due on freight traffic interchanged 
with that road, 60% in cash and 40% in First Mortgage 
Bonds, provided the amount of the First Mortgage, which 
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was not to exceed $200,000., should complete the line from 
Tyrone to Philipsburg, Pa. The road was located in a region 
rich in mine and forest products, and it was felt that when 
finally completed it would prove a valuable tributary to the 
Pennsylvania Railroad and develop a section of the State 
theretofore without adequate transportation facilities. This 
was one of the roads which later secured additional aid from 
the Pennsylvania Railroad Company under the State Act 
repealing the tonnage tax. 


MARIETTA & CINCINNATI INVESTMENT CHARGED 
TO PROFIT AND LOSS 

The Marietta & Cincinnati Railroad Company, which 
the Pennsylvania Railroad Company had aided by a sub- 
scription to $750,000. of its Capital Stock, became so hope- 
lessly involved that the money advanced for its construction 
between Marietta and Wheeling was used without the con- 
sent of the Pennsylvania Railroad Company to meet debts 
incurred on the line west of Marietta. In consequence of this 
misapplication of the means furnished by the Pennsylvania 
Railroad Company, and the very large sum that would have 
been required to complete the line, it was not deemed pru- 
dent to attempt to save the original investment, which was 
accordingly charged to Profit and Loss in 1858. 


DELAWARE EXTENSION AUTHORIZED 


While Legislative authority had been secured on April 
18th, 1856, to extend what was then the Philadelphia & 
Columbia Railroad from the west bank of the Schuylkill 
River to the Delaware (later known as the ‘‘ Delaware Exten- 
‘ sion’), the Management deemed it advisable, during the 
period in which the Country was passing through the financial 
crisis of 1857, to defer all expenditures not absolutely neces- 
sary for the maintenance of the property. However, in the 
early part of 1859 the financial and industrial situation began 
to improve, and the subject again became active. A report 
made by President Thomson on January 26th, 1859, indicated 
the great advantages to be derived from such an extension, 
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one of which was that it would avoid the hauling of cars 
through the City by horse power, and the conclusion of the 
Management was to authorize the selection of a convenient 
location on the Delaware River front for a terminal depot 
to be reached by locomotive steam power. After consider- 
able study, it was decided to locate the terminus at the foot 
of Washington Avenue, just above the Navy Yard. The 
extension was completed and placed in operation in Janu- 
ary, 1862. 


SINKING FUND INVESTMENT IN CUMBERLAND VALLEY 
RAILROAD 

The gratifying results in operating the Pennsylvania 
Railroad in 1859 led the Management to create a Sinking 
Fund for the redemption of its $3,948,680. Second Mort- 
gage Bonds due in 1875. The funds furnished to the Trus- 
tees for this purpose were invested in $157,520., par value, 
of Preferred and $322,500. of Common Stock of the Cumber- 
land Valley Railroad Company, which represented a con- 
trolling interest in that Company. This road extended from 
Harrisburg to Hagerstown, Md., a distance of 74 miles. It 
was a very important feeder to the Pennsylvania Railroad, 
and was located in a valley rich in agricultural products and 
bounded on both sides by mountain ranges containing valu- 
able deposits of iron ore. 


REORGANIZATION OF PITTSBURGH, FT. WAYNE & CHICAGO 
RAILROAD COMPANY 

It was deemed advisable by the Management to give 
additional assistance to the Pittsburgh, Ft. Wayne & Chicago 
Railroad Company in building its line from Plymouth, Ind., 
to Chicago, which was opened for traffic on December 25th, 
1858. This aid consisted principally of iron rails taken from 
the New Portage Railroad in 1858, which was no longer of 
use to the Pennsylvania Railroad by reason of having its own 
route across the Allegheny Mountains. The cost of remov- 
ing this material, together with the value of the rails, was 
secured by a pledge of $650,000. of First Mortgage Bonds of 
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the Pittsburgh, Ft. Wayne & Chicago Railroad Company. 
However, as the three lines forming the consolidated com- 
pany, to which reference has been made, were not soundly 
financed, due to the large floating debt they had accumulated, 
and which was carried into the new Company, the First 
Mortgage Bondholders, for self-protection, applied to the 
United States District Court and secured the appointment of 
a Receiver on December 7th, 1859, but under a subsequent 
arrangement a new Receiver was appointed on January 17th, 
1860. The plan of reorganization adopted by the Bond- 
holders on October 20th, 1860, provided for the sale of the 
road to a Purchasing Committee of five persons, appointed 
by the Bondholders, and the road was sold to this Committee 
on October 24th, 1861, and then reorganized. Under this 
reorganization a new corporation was created, and the holders 
of the First Mortgage Bonds of the several original companies 
forming the consolidated company received $5,250,000. new 
First Mortgage 7% Bonds, which sum was equal to the par 
value and unpaid coupons of the First Mortgage Bonds of 
the three original companies. The Second Mortgage Bonds 
of the three original companies and the Construction Bonds 
of the Pittsburgh, Ft. Wayne & Chicago Railroad Company, 
including unpaid coupons to October Ist, 1859, were funded 
by a new issue of $5,160,000. Second Mortgage 7% Bonds. 
The coupons accruing after that date and to April 1st, 1862, 
and the floating debt were covered by the issuance of 
$2,000,000. Third Mortgage Income Bonds, bearing a con- 
tingent interest (equivalent to a Preferred Stock) not exceed- 
ing 7% per annum. The original shareholders were to retain 
their full interest in the new Company. The Purchasing 
Committee continued to operate the road until March 2nd, 
1862, when it was transferred to a new corporation cailed the 
Pittsburgh, Ft. Wayne & Chicago Railway Company. The 
plan of reorganization limited the amount of Capital Stock 
of the new Company to $6,500,000.; of this amount 
$6,250,000. was exchanged for Stock of the Pittsburgh, 
Ft. Wayne & Chicago Railroad Company, and the balance 
sold and applied to construction purposes. 
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CONSTRUCTION OF JUNCTION RAILROAD 


Under a Charter secured from the Pennsylvania Legis- 
lature in 1860, the Pennsylvania Railroad Company, jointly 
with the Philadelphia, Wilmington & Baltimore Railroad 
Company and the Philadelphia & Reading Railroad Com- 
pany, organized the Junction Railroad Company, the object 
of which was to connect these three railroads by a line along 
the west bank of the Schuylkill River in Philadelphia. The 
new road was to extend from a connection with the Philadel- 
phia & Reading Railroad near Peter’s Island to the junction 
with the Philadelphia, Wilmington & Baltimore Railroad at 
Gray’s Ferry, and intersect the Pennsylvania Railroad near 
the bridge over the Schuylkill River in Fairmount Park. 
By this means an interchange of traffic between the three 
roads could be effected without passing through the con- 
gested sections of the City. The Pennsylvania Railroad 
Company subscribed to its proportionate share of the Capital 
Stock of the Junction Railroad Company and agreed to 
guarantee, with the other owning companies, the principal 
and interest of that Company’s Bonds issued for construc- 
tion purposes. The northern section from Peter’s Island 
(Belmont) to 35th Street was completed and placed in opera- 
tion on November 23rd, 1863, and the southern portion from 
the Market Street Tunnel to Gray’s Ferry was opened for 
traffic on July 1st, 1866. The total length of the road was 
about three miles. Subsequently the Stock owned by the 
other railroads was purchased by the Pennsylvania Railroad 
Company and the Junction Railroad was absorbed and 
operated as part of its lines. 


LEASE OF HARRISBURG, PORTSMOUTH, MT. JOY & 
LANCASTER RAILROAD 

On January Ist, 1861, the Pennsylvania Railroad Com- 
pany leased the Harrisburg, Portsmouth, Mt. Joy & Lan- 
caster Railroad for a term of 999 years, agreeing to guarantee 
the payment of 7% dividends on $1,182,550. of Capital 
Stock representing 23,651 shares, par value $50. each; the 
principal of, and 6% interest on, $700,000. First Mortgage 
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Bonds; and organization expenses amounting to $2,000. per 
annum. This road extended from Harrisburg to Dillerville, 
a distance of about 36 miles, with a branch from Royalton 
to Columbia, about 18 miles in length, or a total of approxi- 
mately 54 miles. The lease superceded the previous con- 
tract entered into between these companies, which proved 
to be an unprofitable arrangement for the Pennsylvania 
Railroad Company, and which still had eight years to run. 
The terms of the lease gave the stockholders of the Harris- 
burg, Portsmouth, Mt. Joy & Lancaster Railroad Company 
the right to exchange their Stock prior to 1871 at par for 
shares of the Pennsylvania Railroad Company. As it was 
estimated the new lease would result in a saving of from 
$30,000. to $60,000. per annum, the Management proposed 
to set aside in a Sinking Fund such sums as were saved 
for the remaining eight years of the unexpired contract to 
purchase the shares of the leased company not converted 
into Stock of the Pennsylvania Railroad Company. The 
lease of this road placed the entire line of transportation 
facilities from Philadelphia to Pittsburgh under the control 
and management of the Pennsylvania Railroad Company. 


PENNSYLVANIA RAILROAD IN THE CIVIL WAR 


While the historical events of the Civil War were not 
given any special prominence in the Annual Reports, yet as 
the Pennsylvania Railroad Company and its officers and 
employes took such a prominent part in the movement of 
troops and munitions of war, it might be interesting to 
refer to the important work performed by Thomas A. Scott, 
who was at that time a Vice-President (later President) 
of the Pennsylvania Railroad Company. Colonel Scott had 
been aiding Governor Curtin of Pennsylvania in the trans- 
portation of troops and supplies to the South, and as there 
had been attempts to interrupt their passage through Balti- 
more by partisans of the South, the Secretary of War sent 
the following communication to him, under date of April 
22nd,. 1861:— 
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‘“‘This department needs, at the moment, a man 
of great energy and decision, with experience as a rail- 
road officer, to keep open and work the Northern Central 
Road from Harrisburg to Baltimore, for the purpose 
of bringing men and munitions to this point. 

You are, to my mind, the proper man for this 
occasion and this duty. Will you report to me to- 
morrow morning?” 


Colonel Scott replied that as he was then serving on the 
staff of Governor Curtin, he could not leave Harrisburg 
without the permission of the Governor. However, the 
destruction of a vital part of the Northern Central Railway by 
Southern sympathizers made it absolutely necessary that 
another avenue of transportation should be opened to Wash- 
ington, and after numerous calls for his services, Colonel Scott 
was relieved of duty at Harrisburg and reported to the Secre- 
tary of War. He was instructed by that Officer to open a road 
by way of Annapolis to Philadelphia and the East and North. 
The following order was issued by the Government, dated 
April 27th, 1861:— 


“To Whom it May Concern: 


Thomas A. Scott has been appointed to take charge 
of the railways and telegraphs between Washington 
City and Annapolis. Parties in charge thereof will 
place Mr. Scott in possession, and in future conform 
to his instructions in all matters pertaining to their 
management. 


Simon Cameron, 
Secretary of War.” 


Calling to his assistance a few efficient railroad men, 
one of whom was Frank Thomson, who later became President 
of the Company, he opened a line by way of Perryville and 
Annapolis to Washington. Shortly afterward on May 3rd, 
1861, he was appointed Colonel of the District of Columbia 
Volunteers, and on August Ist, 1861, Assistant Secretary of 
War, being the first person to fill that position. 

In the following letter to the President and Board of 
Directors of the Pennsylvania Railroad Company, dated 
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August 21st, 1861, Colonel Scott explained his connection 
with the Government service:— 


“In consequence of my protracted absence from 
Philadelphia, I deem it my duty to make a frank state- 
ment for your information and such action under the 
circumstances as to you may seem advisable. 

In April last at the time our National Capitol was 
supposed to be in imminent danger, I was summoned 
to Washington City by the Secretary of War. I re- 
sponded to the call and found on arrival that my services 
were desired by the Government to take charge of 
Railways and Telegraphs in order to get troops there 
for the defense of the Capitol. Believing that my 
services there were of value to the country at large 
and of material consequence to the interests of our 
own Company I remained by consent of the President 
from time to time. A few weeks since it was determined 
by Congress to create the position of Assistant Sec- 
retary of War which I was solicited by the Secretary 
of War and other heads of Departments to take charge 
of, at least for a short period. After full consultation 
again with our President I accepted the position with 
the distinct understanding that I could retire about 
the First of October if desired by myself or the Penn- 
sylvania Rail Road Company—my connection with 
which I had no idea of severing. 

The brief statement will explain to the Board 
the exact position in which I am placed. I have en- 
deavored by my labors at Washington to aid our 
struggling country and at all times when possible have 
been careful to protect the interests of our Company. 

I should be glad to have an expression from the 
Board in regard to the course I have pursued.” 


The Board of Directors of the Company on August 21st, 
1861, took the following action:— 


“ Resolved, That the communication of Thomas 
A. Scott, Esq., Vice-President explaining his relations 
as Assistant Secretary of War to be temporary, be 
received and entered on the Minutes, and that the 
Board expresses its approval of his prompt response 
to the demand of Government and its gratification 
that it does not contemplate any severance of his con- 
nection with this Company.” 
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Andrew Carnegie was Superintendent of the Pittsburgh 
Division at this time, and assisted Colonel Scott while the 
latter was Assistant Secretary of War. 

On June Ist, 1862, Colonel Scott resigned his position 
as Assistant Secretary of War, and resumed his duties as 
Vice-President of the Pennsylvania Railroad Company. On 
his retirement from Government services he received the 
following letter from the Secretary of War:— 


** June Ist, 1862. 
Dear Sir: 


In taking leave of you, in consequence of your 
resignation of the office of Assistant Secretary of War, 
it is proper for me to express my entire satisfaction 
with the manner in which you have discharged your 
duties during the whole period of our official relations. 
Those duties have been confidential and responsible, 
requiring energy, prudence and discretion; and it 
gives me pleasure to say that to me you have proved 
to be, in every particular, an able and faithful assistant. 

Yours truly, 


Edwin M. Stanton, 
Secretary of War.’’ 


Colonel Scott again went into the service of the Govern- 
ment in 1863 to aid in the dispatch of troops, and at the 
termination of this work, he returned to his active official 
duties with the Pennsylvania Railroad Company. 


STOCKHOLDERS’ RESOLUTIONS 


As there had been signs of discontent among a few of the 
stockholders of the Company as to its general policy, a Special 
Committee was appointed at the annual meeting in Feb- 
ruary, 1861, “‘to make a full examination into the general 
policy of the Company.’”’ This Committee after a careful 
examination expressed its views in the following resolutions, 
which were presented at the Stockholders’ meeting in Feb- 
ruary, 1862, and referred to the incoming Board of Directors :— 


rt Resolved, That from the inquiries and exami- 
nation of the Committee into the condition and man- 
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agement of the Company, they are satisfied that it is 
in a prosperous condition, and that the present system 
and regulations for the freight and forwarding business 
are calculated to promote the interests of the stock- 
holders and the accommodation of the public. 

Resolved, That this Committee is convinced of 
the integrity, ability and fidelity of the management 
of the Company. 

Resolved, That this Committee, exercising the 
discretion invested in them by the resolution of the 
stockholders, do not deem it expedient to submit a 
report, and that the above resolutions be presented 
to the next annual meeting of the stockholders.”’ 


The foregoing resolutions were agreed to by six of the 
seven members of the Committee, the exception being James 
Page, who submitted a minority report, in which he ques- 
tioned the integrity of the majority of the Committee, and 
criticized the Management and its methods in general. His 
minority report closed with the following recommendations :— 


“* First:—That the real estate, equipment and con- 
struction accounts should be closed. 

Second:—That the dividends should be suspended 
until the track and outfit were restored to undoubted 
efficiency, and that the Board should be instructed not 
to make any dividends in future unless earned. 

Third:—That the Board be directed hereafter to 
consider Philadelphia and Pittsburgh the termini of 
the road, and that they should not cripple the local 
trade of the road. 

Fourth:—That a Committee of investigation should 
be appointed to examine into the affairs of the Company 
in the manner adopted by the Committee of the New 
York Central Company, by passing over the whole 
track on a hand car, examine the condition of the 
locomotives, cars and all property.” ~ 


The Management replied to these criticisms in a special 
report, in which the recommendations of the minority report 
were answered in the following manner:— 

“The first proposition supposes that the road 


has reached its full capacity, and nothing is required 
but to finish its double track to render it complete. 
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In this limited view of the future operations of 
the line the Board do not concur, and to provide for 
the enlargement of the business of the road, have made, 
and are making, large additions to their accommo- 
dations at Pittsburgh as well as at Philadelphia. It 
will be observed, however, by a careful examination 
of the accounts of the Company for several years past, 
that these expenditures have been met from the profits 
of the road after paying dividends, without materially 
augmenting the debts of the Company. 

The second simply assumes that the track and 
machinery of the Company have greatly deteriorated, 
when the facts are that as a whole this property is 
much more valuable than when it was first brought 
into use. 

The third recommends that policy which has 
always been pursued by your Board. 

The fourth provides for a Perambulating Com- 
mittee, such as the New York Central once created, 
which Committee, candidly reported that their in- 
vestigations were of no practical value, as they did 
not understand the anatomy of the subject examined. 

Your Board in this connection will state that it 
is believed that by the termination of next year, under 
the operation of the sinking fund created for the ex- 
tinguishment of the obligations of the Company, the 
second mortgage bonds will be provided for when they 
fall due in 1875. The debts of the Harrisburg and 
Lancaster Railroad will be purchased when it matures 
without further appropriations to the object than the 
savings effected by the new lease, and that the payment 
annually of $460,000., the debt due to the State, will 
be extinguished in 1890, leaving no incumbrance upon 
the road unprovided for but a first mortgage of 
$5,000,000., which can readily be continued upon the 
credit of the Company at a reduced rate of interest. 

These gratifying facts, so widely different from 
those presented by the Minority Report, will excuse 
the Board from pursuing the subject further.” 


PHILADELPHIA & ERIE RAILROAD 


On January 6th, 1862, the Pennsylvania Railroad Com- 
pany entered into a contract to complete the Philadelphia 
& Erie Railroad, and on the same date it also agreed to 
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lease that railroad for 999 years. This road had originally 
been chartered on April 3rd, 1837, as the Sunbury & Erie 
Railroad Company, and was authorized to construct its 
line from Sunbury to Erie, a distance of 288 miles. While 
the promoters of the new road were enthusiastic over its 
prospects, there was no great promise of traffic through the 
region it traversed, as Williamsport was then of little impor- 
tance; Lock Haven practically a new town and other sec- 
tions of the line nothing more than wilderness. Erie, however, 
was a thriving city, aided to a large extent by the United 
States Government, which had spent large sums of money 
in harbor improvements, and by an unprecedented increase 
in real estate values. While the Company had been incor- 
porated in 1837, the first section of the line from Milton to 
Williamsport, a distance of 2814 miles, was not finished until 
December 18th, 1854. The work on the remaining sec- 
tions proceeded so slowly, owing to the unsettled conditions 
prior to the financial crisis of 1857, that at the close of the 
year 1859 there were but 158 miles constructed, and in 1860 
the work was practically suspended, because of the inability 
of the Company to dispose of its Bonds. 

This was the situation when the Pennsylvania Railroad 
Company became interested in the project. The Manage- 
ment felt that if it did not step in, the road would be entirely 
completed and placed in operation by some other Com- 
pany, probably one that would be adverse to the Penn- 
sylvania Railroad, and as the charter of the latter Com- 
pany authorized the building of a branch to Erie on the 
Great Lakes, the Philadelphia & Erie Railroad could be 
utilized for that purpose. The road was then in use between 
Erie and Warren on the west and from Sunbury to Lock 
Haven on the east, and by a re-arrangement of its finances 
the Company had placed a Mortgage of $1,000,000. at 7% 
on the completed portion of its line between Sunbury and 
Williamsport. It had also issued $1,200,000. of a $5,000,000. 
Mortgage at 6% on the remaining section. Therefore, 
under contract dated January 6th, 1862, the Pennsylvania 
Railroad Company agreed to advance the money to the 
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Philadelphia & Erie Railroad Company to complete its 
line, and take the remaining $3,800,000. of unissued 6% 
Bonds at the rate of one $1,000. Bond for every $850. ad- 
vanced for construction purposes; also to guarantee the prin- 
cipal of, and interest on, $1,200,000. of 6% Bonds already 
issued and the $3,800,000. to be delivered to it in payment 
for construction advances. 

Simultaneously with the making of this construction 
contract, the Pennsylvania Railroad Company leased that 
portion of the Philadelphia & Erie Railroad which had been 
completed, and the section to be constructed, for a term 
of 999 years, agreeing to appropriate 30% of the gross earn- 
ings of the road to pay taxes and assessments levied against 
the latter road; organization expenses; interest on all Mort- 
gage Bonds, and the Sinking Fund payments required by 
one of its Mortgages. The balance of the gross earnings 
was to be applied by the Pennsylvania Railroad Company 
to the payment of motive power charges and operating 
expenses. The Company entered into the possession of the 
road on February Ist, 1862, and while construction work 
was promptly started on the uncompleted sections of the 
line, slow progress was made on account of the scarcity of 
labor during the Civil War period, and the road was not 
finished until October 17th, 1864. 


BRANCH ROADS COMPLETED 


The amounts allotted to the small roads under the Act 
discharging the Company from the payment of the State 
tonnage tax were insufficient to render them of service to 
the public, or make them profitable. Therefore, further 
advances were made to several of the Companies, which 
finally resulted in the completion and placing in operation 
in July, 1862, of the Ebensburg & Cresson Railroad, extend- 
ing from Cresson to Ebensburg, a distance of 11 miles, and 
the Tyrone & Clearfield Railroad at the same time from 
Tyrone to Philipsburg, a distance of 16 miles. The Bald 
Eagle Valley Railroad had been completed in January, 1863, 
from its connection with the Tyrone & Clearfield Railroad, 
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about 3 miles north of Tyrone, to Milesburg, a distance of 
27 miles, and the remaining portion of the line to a connec- 
tion with the Philadelphia & Erie Railroad at Lock Haven 
was completed on May Ist, 1865, making a total length of 
51 miles. The Bedford Railroad was completed between 
Hopewell and Bloody Run, a distance of 12% miles, in 
July, 1863. 


FIRST STOCK DIVIDEND 


As the accumulated surplus profits of the Company had 
amounted to over $5,500,000. at the close of 1863, which, it 
was stated, were represented by good securities in its Treas- 
ury, the Management felt justified in declaring an extra 
dividend of 30% payable in stock on May 2nd, 1864, to 
shareholders as registered on the books of the Company on 
February 15th, 1864. This prosperous condition of the Treas- 
ury was all the more creditable, as the Country was then in 
the midst of a Rebellion, and its operations were necessarily 
conducted with serious difficulty and at greatly increased 
cost of labor and supplies. It meant that a continually 
increasing traffic had to be handled by a decreasing number 
of experienced men, as the Government had drafted a great 
many of the Company’s employes to operate its military 
railways. 


CONSTRUCTION OF CONNECTING RAILWAY 


Work was started in 1864 on the Connecting Railway, 
which was chartered on April 14th, 1863, to construct a 
line connecting the Pennsylvania Railroad in West Phila- 
delphia with the Philadelphia & Trenton Railroad at Frank- 
ford Junction, a distance of 634 miles. The Pennsylvania 
Railroad Company agreed to guarantee the principal of, and 
interest on, $1,000,000., of Bonds of the Connecting Rail- 
way Company, it being the owner of nearly all of that 
Company’s Capital Stock. 


SALE OF FORT WAYNE SECURITIES 


The Management in its annual report for 1864 stated 
that the investments made by the Pennsylvania Railroad 
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Company in the Stock and Bonds of the Pittsburgh, Ft. 
Wayne & Chicago Railway Company, to insure its comple- 
tion, had all been sold except 1,200 shares of its Stock and 
$200,000. of Third Mortgage Bonds at a considerable advance 
over their cost. The Management felt that its arrangements 
for the interchange of through traffic with this road were 
secure, but, as hereinafter explained, it was only a few years 
later that the Pennsylvania Railroad Company found it 
necessary to lease the Ft. Wayne Road in order to be assured 
of the traffic from this important Western connection. 


STEUBENVILLE & INDIANA RAILROAD REORGANIZED 


The Steubenville & Indiana Railroad, one of the western 
roads to receive aid from the Pennsylvania Railroad Com- 
pany by having its bonds guaranteed to the extent of 
$500,000., became involved in financial difficulties by rea- 
son of the failure of the Pittsburgh & Steubenville Railroad 
to complete its line between Pittsburgh and Steubenville. 
The road, however, was successfully reorganized and its 
line extended from Newark to Columbus, O., a distance of 
33 miles by the purchase in 1864 of a one-half interest in 
this section of the Central Ohio Railroad Company, whose 
road was constructed between those cities. 


THREE ROUTES TO THE WEST 


In looking back over the history of the Western Lines, 
it will be seen that the Management selected three avenues 
of transportation to the West, which it was hoped would 
cause to be delivered to the Pennsylvania Railroad at its 
western terminus, Pittsburgh, a sufficient traffic to com- 
pensate it for advances made to these western lines—one 
to Cincinnati by way of Wheeling and Marietta, which had 
proven a failure; the second to Chicago over the lines which 
had been consolidated and subsequently reorganized as the 
Pittsburgh, Ft. Wayne & Chicago Railway Company, and 
the third—the Columbus road via the Steubenville & Indi- 
ana Railroad and the Pittsburgh & Steubenville Railroad. 
The latter became financially embarrassed several times be- 
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fore its completion, and the work was finally taken up by 
the Western Transportation Company, in which the Penn- 
sylvania Railroad Company was the principal stockholder, 
and prosecuted with vigor until its completion in 1865, thus 
making a through line operated under one control from 
Pittsburgh to Columbus, a distance of 196 miles. 

The connecting link between the Steubenville & Indiana 
Railroad and the Pittsburgh & Steubenville Railroad was 
built by the Holliday’s Cove Railroad Company, which con- 
sisted of a bridge over the Ohio River and an extension from 
the west end of the bridge to the depot of the Steubenville 
& Indiana Railroad in Steubenville. The bridge and exten- 
sion were completed in 1865. 


CONSTRUCTION OF WESTERN PENNSYLVANIA RAILROAD 


On August Ist, 1865, the Western Pennsylvania Rail- 
road, which was one of the roads to receive financial aid 
under the Act commuting the tonnage tax, was completed 
and placed in operation for a distance of 36 miles from Blairs- 
ville to Freeport, Pa. On December Ist, 1866, the Pittsburgh 
Branch of this road was completed from Freeport to Alle- 
gheny City, a distance of 28 miles, it having been built on 
the west side of the Allegheny River on the route of the old 
Pennsylvania Canal abandoned in the previous year. Sub- 
sequently the road was extended on the west from Butler 
Junction to Butler, Pa., and on the east from Blairsville to 
Bolivar, Pa. 

Under date of August Ist, 1865, the Pennsylvania Com- 
pany leased the Western Pennsylvania Railroad, and agreed 
to guarantee the principal of, and interest on, the 6% Bonds 
of the latter Company in the sum of $1,158,600. 


FAST FREIGHT LINES 


After many years of unsuccessful effort to induce the 
New York trunk lines to abandon their policy of giving a 
portion of their fast freight traffic to private companies, the 
Management of the Pennsylvania Railroad Company pointed 
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out in the annual report for 1865 that it had agreed to the 
introduction of a similar service on its line, so as to counter- 
act the diversion of traffic from its route, and also to provide 
equally as good facilities for the transportation of this class 
of traffic for the merchants of Philadelphia. The chief ele- 
ment of profit to these fast freight lines was the margin 
paid to them above the ordinary railroad freight rates by 
shippers, who preferred to patronize a medium of trans- 
portation where the responsibility was direct from the point 
of shipment to destination, which services, for obvious rea- 
sons, could not at that time be accorded to merchants by any 
single railroad company. 


CONSERVATIVE FINANCIAL POLICY 


President Thomson, whose sound judgment and experi- 
ence had saved the Company from many financial difficulties 
in the early days of its existence, was largely responsible for 
the policy of charging all the interest paid on subscriptions 
during the construction of the road, together with discounts 
on Bonds sold and all doubtful investments, against net 
earnings in order to prevent the over-capitalization of the 
Company, which was the unfortunate experience of a great 
many corporations in the early days of railroad construction. 
Therefore, there was nothing in the accounts of the Com- 
pany of fictitious value, but on the other hand, the property 
was worth more than it was represented on the books, due 
mainly to the foregoing reasons, and also that the Main 
Line and branches were constructed under contracts for 
cash when the price of labor was just about one-half of 
that paid during the Civil War period. As a consequence 
of this conservative policy, the stockholders of the Penn- 
sylvania Railroad Company had received from the date of 
the payment of each installment on their subscription an 
average of 6% interest upon their investment until May, 
1862, since which date and up to the end of 1865, the regular 
and extra cash and Stock dividends had averaged over 18% 
per annum. 
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NEW FINANCIAL PROGRAM 


An Act was passed by the Pennsylvania Legislature on 
March 21st, 1866, which authorized an increase of 200,000 
shares in the Capital Stock of the Company, and the crea- 
tion of a Mortgage, not exceeding the paid-in Capital Stock 
of the Company, the Bonds to be issued thereunder to bear 
interest at the rate of 6% per annum. This additional 
capital was necessary to provide enlarged facilities to keep 
pace with the rapid growth of the territory served by the 
Company’s lines, and also to make additional advances to 
those roads which had already received financial assistance. 
In this latter situation the Management saw no other alterna- 
tive than to meet the difficulty by the adoption of a liberal 
policy, and thus bring all of these lines into productive use 
as quickly as possible, or suffer the loss of the amounts 
theretofore advanced. Three methods of disposing of the 
additional Stock were suggested—First, by a sale of the 
Stock; second, by Stock subscription in which each share- 
holder would have the right to participate in proportion 
to his holdings; and third, by a Stock dividend. The first 
plan was deemed inexpedient, the second, which seemed to 
be the most desirable, was objected to by the City of Phila- 
delphia, as a stockholder, owing to alleged lack of legal 
authority to take part in such a plan; the third suggestion, 
that of Stock dividends was, therefore, deemed to be the 
most desirable to carry out, and the following resolution 
embodying that plan was presented to the stockholders at 
the annual meeting held on February 19th, 1867:— 

“‘ Resolved, That for the purpose of consolidating 
the Bonded and other indebtedness of the Pennsylvania 
Railroad Company and to raise funds to meet the 
annual demands upon the Treasury of the Company 
for new tracks, additional equipment, enlargement of 
depots, extensions of sidings, and to meet the legitimate 
demands of the traffic of the Country drained by the 
road of said Company and its branches, for increased 
railroad accommodations, and also to preserve the 
proper relation between the share capital and debts 
of the Company, the following financial programme 
be and the same is hereby adopted: 
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First:—That the Bonds of the Pennsylvania Rail- 
road Company secured by the First and Second Mort- 
gages, and those due the Commonwealth issued for 
the purchase of the Main Line of Public Works, and 
other indebtedness be paid out of the proceeds of, or 
be retired by, Bonds to be secured by a Consolidated 
Mortgage upon the whole or such portion of the line 
from Philadelphia to Pittsburgh, with its equipment, 
and for such amounts as the President and Board of 
Directors may determine, and the issue of the Bonds 
secured thereby shall at no time exceed the Capital 
Stock as the same may from time to time be increased. 

Second:—Dividends to be made semi-annually of 
not exceeding four per cent. from the net profits of the 
Company payable in cash, free of United States and 
State taxes, and that a Stock dividend of five per cent. 
based upon profits already earned be declared at the 
regular dividend term in May next, and thereafter, in 
addition to the semi-annual cash dividend, a Stock 
dividend of five per cent. per annum be declared, an- 
nually, if the net earnings of the Company will warrant 
the same.” 


This resolution was considered and adopted at the 
adjourned annual meeting of the stockholders on April 30th, 
1867. 

While Stock dividends did not bring additional capital 
into the Treasury, their payment to the stockholders was 
equivalent to having the latter subscribe to the Capital 
Stock at par, because the earnings of the Company war- 
ranted the payment of larger cash dividends than were 
actually paid. By the adoption of this policy, the Company 
was able to utilize its surplus earnings for improvements, 
and in addition it was able to increase its margin for raising 
capital through the sale of Bonds by reason of the increase 
in the outstanding Capital Stock. 


STOCKHOLDERS’ INVESTIGATION 


At the annual meeting of the stockholders of the Penn- 
sylvania Railroad Company held on February 19th, 1867, 
the usual resolution was offered to accept the annual report, 
when Col. James Page, a discontented stockholder, offered 
a substitute as follows:— 
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“ Resolved, That the report be referred to a special 
Committee of seven Stockholders for examination, 
and that the said Committee be further specially author- 
ized and directed to examine into and report upon the 
expediency of issuing additional stock and borrowing 
more money, and further to examine into and report 
upon the operation and working of the systems of dis- 
crimination, of free passes, and of private freight ex- 
presses, and to what extent the officers and employes 
are interested in the last, and the effect these have had 
and still have upon the earnings of the Road and the 
rights and interests of the Stockholders with power to 
send for persons and papers, and report the result of 
their investigations to an adjourned meeting of the 
Stockholders, to be held on the last Tuesday in April 
next, at such hour and place as notice may be given 
by public advertisement—the Board of Directors in 
the meanwhile to cause the Annual Report to be printed 
for the information of the Stockholders.” 


This resolution was adopted and a Committee of seven 
Stockholders appointed by the Chairman of the Annual 
Meeting, who were to report at an adjourned meeting to 
be held on April 30th, 1867. This Committee accordingly 
proceeded with its work with much diligence and on the 
date named their report was submitted. Colonel Page, 
however, did not concur in the views of the Committee and 
declined to sign the report, but as the other six members 
were unanimous in their conclusions, they submitted it in 
the following form:— 


“The undersigned, a Special Committee appointed 
in accordance with a resolution passed at the last Annual 
Meeting of the Stockholders of the Pennsylvania Rail- 
road Company for the purpose set forth in said reso- 
lution, have attended to the duties assigned them, and 
do now submit the following report of their proceedings 
and conclusions: 

Upon the organization of the Committee the Presi- 
dent of the Company was notified of the fact, and he 
appointed the following day for the commencement of 
our investigations, at which time we met the President 
and a Committee of the Directors. 

These officers expressed a willingness and desire 
to grant us every facility for the performance of our 
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duties, and they, and the subordinate officers of the 
Company, have in all ways and at all times throughout 
the examination aided and furthered the Committee 
in its work. 

The Committee, finding it convenient and proper 
so to do, will treat the subjects referred to them in the 
following order: ‘System of Discrimination,’ ‘ Free 
Passes,’ ‘ Private Freight Expresses,’ ‘ Report of the 
Board of Directors, and the expediency of issuing more 
stock and of borrowing more money.’ ” 


‘“* First:—Of the ‘System of Discrimination.’ 


We learn, on inquiry, that this Company has no 
such system nor have we found any authenticated case 
of discrimination between parties shipping freight 
under the same circumstances. At one of the sessions 
of our Committee we were informed that certain parties 
made accusations against this Company on this matter, 
and we at once invited them to come before the Com- 
mittee and prove their charges; but they declined or 
did not appear for that or any other purpose and the 
charges of the said parties are therefore unworthy of 
further notice. 


Charges of discrimination are, in many cases, 
based as we believe on mere suspicions; and in other 
cases they spring from misapprehension of circum- 
stances which the parties making the charges do not 
understand. All experienced managers of transpor- 
tation companies know that fair and equal rates are, 
in the long run, most productive to themselves and 
most satisfactory to the public; and in the absence of 
all testimony to sustain charges of discrimination against 
this Railroad Company, we cannot believe that its 
very able officers are guilty of a practice at variance 
with the well-established principles of the business over 
which they preside.” 


‘‘ Second:—In regard to ‘Free Passes’: Passes 
of this kind are issued to some extent by all the Rail- 
road Companies of this Country, and the issue within 
strict and narrow limits is justifiable; but the practice 
when carried beyond such limits is improper and unjust. 
The granting of free passes to all the members of our 
State Legislature, and to members of our City Councils 
is of pernicious tendency, and ought to be abolished. 
That the issue of such passes has been heretofore too 
much extended by this Railroad Company, is shown 
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by the fact that the Directors themselves became aware 
of the evil, and on the 9th of January last, at a meeting 
of the Board, passed a resolution ‘to decline to issue 
free passes except for purely charitable purposes, and 
such others as in the opinion of the President may be 
absolutely required by the interests of the Company,’ 
and we hope that the President will carry out this 
resolution in its letter and spirit.’ 

“ Third:—Of ‘ Private Freight Expresses’: There 
are no expresses of this kind, or with this title, on the 
roads of this Company; but there are ‘ Fast Freight 
Lines,’ one on the Pennsylvania Railroad known as 
the ‘ Union Line,’ and another on the Philadelphia and 
Erie, called the ‘Empire Line’; both of them owned 
by incorporated companies, and running to and from 
Western States. 

These lines own the cars used by them—more than 
2,000 in number; their average haul of each ton of 
freight during the year 1866, without trans-shipment, 
or breaking of bulk, was nearly 1,000 miles; and their 
cars are run not only over the Pennsylvania, but over 
about (4,500) four thousand five hundred miles of other 
roads, whose own equipment is hardly sufficient for 
their ordinary business; and, therefore, the additional 
equipment furnished by these ‘ Fast Lines’ brings over 
the said roads to the Pennsylvania Railroad much 
freight which it could not get without such additional 
freight cars. 

The statements of the President and other officers 
of this Company in regard to the said lines, given in 
answer to interrogatories put by us, have been fully 
confirmed by a mass of testimony taken by Committees 
of the Pennsylvania State Legislature. The said state- 
ments and testimony show conclusively that these 
‘fast lines’ are at this time, and have been since their 
establishment, a direct and positive benefit to the 
Pennsylvania Railroad Company; because this Com- 
pany, has, by means of them, regained freight which 
had been lost by the prior establishment of similar 
‘fast lines’ on other competing roads.” 

“This Committee was also instructed to examine 
‘to what extent the officers and employes of this Com- 
pany are interested in these lines,’ and we have ac- 
cordingly made inquiry, and have learned that neither 
the President, Vice-Presidents, nor any of the Directors 
have any pecuniary interest therein. These officers 
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have the control of this matter as they have of all other 
matters relating to this Company, and they can exclude 
these lines at short notice from their road; as appears 
by the original contract between said lines and the 
Pennsylvania Railroad Company, which has been read 
by this Committee. One of its conditions is, that the 
Pennsylvania Railroad Company, by giving six months 
notice of its intention so to do, may, at any time, termi- 
nate the contract. 

Some of the subordinate officers of this Company 
own, in the aggregate, a small percentage of the stock 
of said lines; but your Committee cannot believe that 
these officers control the Company they serve; nor 
can the Committee perceive how ‘the rights and 
interests of the stockholders can be affected by such 
ownership in said lines ’.” 

“* Fourth:—Of the ‘ Report of the Board of Direc- 
tors and of the expediency of issuing additional stock, 
and borrowing more money.’ 

The financial part of our inquiry being of great 
importance, a Sub-Committee composed of three mem- 
bers of this Committee, gave special attention to it, 
and made a thorough examination of it. This Sub- 
Committee (Messrs. Johnson, Davis and Wheeler) 
verified the cash account of the Treasurer; the cash 
in bank (as appeared by the bank books), and on hand 
December 31st, 1866, being equal ‘to the balance in 
the hands of the Treasurer,’ as stated in the last annual 
report of the Directors. The same Sub-Committee 
entered the fire-proof vaults and carefully examined 
and counted all the bonds, stocks and other securities 
of the Company; and on inquiry we learned from well 
informed parties that the value of the same is, at this 
time, greater than is set forth in said annual report. 
These securities pay in the aggregate an annual income 
of about ten per cent. on their cost; and for this, as 
well as other good reasons, we think it important that 
the Company should continue to hold them. Another 
Sub-Committee of three took in hand the original leases 
of all the railroads held by this Company, and read 
them, or the essential parts of them; and made inquiry 
about other matters in regard to which it was thought 
information might be of importance. But the under- 
signed, omitting details of these and of other unimportant 
matters which could lead to no useful results, will make 
the general statement that this investigation has dis- 
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closed nothing in any way at variance with the last 
annual report of the Directors, except only as regards 
the valuation of assets, of which an instance has been 
given above. 

The undersigned have been over the lands of the 
Company on the Delaware River at Greenwich Point; 
where a large outlay of capital is required for wharves, 
storehouses and other accommodations for business, to 
make this valuable property useful and productive. 

In order to make our investigation of the affairs 
and property of the Company complete, we have passed 
over its main line from West Philadelphia to Pittsburgh, 
stopping at the principal stations and examining the 
real estate, depots, machine shops, rolling stock, ma- 
chinery, and other equipment, as well as the permanent 
way itself, and we found the whole in excellent order 
and condition. 

The value of the rolling stock (which we could 
most readily estimate) is much greater than the amount 
which stands to the ‘debit of equipment of road’ in 
the account on page 6 of the last annual report; and 
we now say that in our investigations, we have nowhere 
discovered a case of an over-estimate of property, but 
have found many items which, in the judgment of the 
Committee, are under-estimated and we have no doubt 
that the actual value of the aggregate assets of this 
Company is much above the sum of them as stated on 
page 6 of the report. 

The books and accounts at the office of the Com- 
pany in Philadelphia, and at the other principal stations, 
were opened and laid before us for inspection and 
scrutiny. The system on which these accounts are 
kept is a very perfect one, and it is carried out with 
great accuracy in details and results, so far as we had 
time for examination, great care being taken in every 
department by checks and otherwise to correct errors 
and prevent frauds. 

At these offices and on the road we have had inter- 
course with many of the officers and employes of the 
Company, and we bear willing testimony to the effi- 
ciency with which they perform their respective duties, 
and to the courtesy and intelligence which characterize 
all of them. 

At the conclusion of this report of our proceedings 
we will say that our journey over the Main Line of this 
Company, and over the Western Pennsylvania and 
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Bald Eagle Valley Railroads, and over portions of the 
Philadelphia and Erie and Northern Central Railroads, 
has given us a knowledge of the Main Line, its large 
equipment and extensive connections, which we could 
have acquired in no other way so well; and has enabled 
us to understand and appreciate the policy of the Presi- 
dent and Directors better than we otherwise could 
have done. This policy has for its object the increase 
of the commerce of our City, and the development of 
the great resources of our State, as well as the promotion 
of the direct interests of the Shareholders of the Com- 
pany; but unless ample pecuniary means are pro- 
vided, this policy cannot be continued and carried out 
to successful results to meet the continually growing 
wants of our country. Believing that such means, if 
provided, will be so used as to conduce to the public 
good of our City and State, we do now recommend to 
the Shareholders of this Company the acceptance of 
the Report of the Directors and the adoption of the 
resolution appended thereto. 

The undersigned having finished the work com- 
mitted to them, submit this report of it to the Stock- 
holders, and ask to be discharged.” 


Israel H. Johnson, 
Henry Winsor, 
John C. Davis, 
Alan Wood, 

Wm. P. Cresson, 
Charles Wheeler. 


This report was adopted by the stockholders and the 
Committee discharged with a vote of thanks for the efficient, 
conscientious and satisfactory manner in which the respon- 
sible duties entrusted to them were performed. 


AUTHORITY FOR INCREASED STOCK AND DEBT—SALE OF 
GENERAL MORTGAGE BONDS 

On March 22nd, 1867, an Act was passed by the Legis- 
lature authorizing the Pennsylvania Railroad Company to 
issue not exceeding 300,000 shares of Capital Stock for the 
purpose of retiring the indebtedness of the Company, whether 
by Bond or otherwise, and provide for the enlargement of 
the facilities made necessary by the increased business. The 
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Act of March 21st, 1866, which gave authority to issue 200,000 
shares was repealed. The 1867 Act also authorized the issu- 
ance of Bonds bearing interest not to exceed 6% per annum 
in an amount not in excess of the Capital Stock outstanding 
at the time such Bonds were issued. The stockholders by 
resolution directed the issuance of the said Capital Stock to 
the authorized amount at such time and in such manner as 
the Board of Directors deemed advisable, and the creation 
of one Mortgage for $35,000,000. The purpose of this mort- 
gage was to consolidate the bonded and other indebtedness 
of the Company, and to raise funds to meet the annual 
demands upon the Treasury of the Company for new tracks, 
additional equipment, etc., and also to preserve the proper 
relation between the Capital Stock and the bonded indebted- 
ness of the Company. It was known as the General Mortgage, 
was dated July 1st, 1867, and approximately $20,000,000. of 
bonds were issued under it, the Consolidated Mortgage of 
1873, to which reference will later be made, taking its place 
as the next medium for the raising of capital through Bond 
issues. Of approximately $20,000,000. issued, bearing 6% 
interest, nearly $13,500,000. were sold abroad and were pay- 
able in Sterling. They matured on July lst, 1910. 


SALE OF PENNSYLVANIA CANALS 


In accordance with authority received from the stock- 
holders at the annual meeting in 1866, the Pennsylvania 
Railroad Company disposed of its interest in the Pennsyl- 
vania Canals to the Pennsylvania Canal Company, which 
had been incorporated by an Act of the Pennsylvania Legis- 
lature in 1866. The property was sold for the sum of 
$2,750,000., which figure was arrived at by estimating the 
value when purchased from the State at $1,000,000. and the 
balance representing interest and the cost of renewals and 
enlargement. The transfer to the Canal Company was made 
on April 15th, 1868, the Pennsylvania Railroad Company 
agreeing to take 55,000 shares of full paid Capital Stock 
of the Pennsylvania Canal Company, with a par value of 
$50. per share, for the purchase price. The Pennsylvania 
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Canals had been owned and operated by the Pennsylvania 
Railroad Company since August Ist, 1857. In December, 
1865, the Western Division, extending from Johnstown to 
Pittsburgh, 105 miles in length, was finally abandoned for 
the purposes of navigation, leaving the Juniata and Eastern 
Divisions, 173 miles, to be kept and operated as required 
by law. 


PENNSYLVANIA CANAL TRAFFIC—ADDITIONAL CANALS 
ACQUIRED 

The Canals when they came into the possession of the 
Company were in a very dilapidated condition throughout, 
so filled up and out of repair that they were unfit for use 
at many places. The through trade had been wholly diverted 
from them to the Pennsylvania Railroad, and the only 
remaining tonnage which paid expenses was coal and lumber 
coming in at the mouth of the Juniata. About one-half of 
this trade stopped at different points on the Eastern Divi- 
sion, and the balance passed on to Tidewater. The average 
distance the tonnage was carried, and for which tolls were 
received, did not exceed 30 miles, while the whole line had to 
be maintained and operated. The Pennsylvania Canal Com- 
pany subsequently purchased, with its First Mortgage Bonds, 
a majority of the shares of the West Branch Canal Com- 
pany, extending from the Juniata River up the Susquehanna 
and its West Branch to Farrandsville, near Lock Haven, 
123 miles, and consolidated its shares with those of the 
Wyoming Valley Canal Company, which occupied the North 
Branch of the Susquehanna from Northumberland to Wilkes- 
Barre, a distance of 64 miles, making in all 360 miles of 
canal. The two latter canals were acquired so as to bring 
under one control what was then known as the Susquehanna 
System of canals, as under separate ownership it was impos- 
sible for them to successfully compete with the railroads 
operating in that territory. The Pennsylvania Railroad Com- 
pany agreed to pay the interest on these Bonds of the Canal 
Company if the earnings of the latter Company were inade- 
quate for that purpose. 
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CONNECTING RAILWAY COMPLETED 


In June, 1867, the Connecting Railway was completed, 
this road extending from a connection with the Pennsyl- 
vania Railroad at Mantua (11% miles west of the West 
Philadelphia Passenger Station), to a junction with the 
Philadelphia & Trenton Railroad at Frankford Junction, a 
distance of about 634 miles. It was opened for freight 
traffic in July, 1867, and for passenger service in October 
of that year. Under date of January Ist, 1868, the road 
was leased, with the concurrence of the Pennsylvania Rail- 
road Company, to the Philadelphia & Trenton Railroad 
Company, the rental being 6% per annum, clear of all taxes, 
on the cost of construction. This rental was twice the amount 
of the annual interest charges on the Bonds issued to build 
the road. This lease was assigned to the Pennsylvania 
Railroad Company effective December 1st, 1871. 

Through the construction of this connecting link, a 
new through route was provided for traffic between the East 
and the West, the Pennsylvania Railroad having previously 
used the co-called ‘‘ Allentown Route”? between New York 
and Harrisburg via the Central Railroad of New Jersey from 
New York to Allentown and the Philadelphia & Reading 
Railroad from the latter point to Harrisburg. Both routes 
were used for some years afterward, the one via Allentown 
being 12 miles shorter. However, the Pennsylvania Rail- 
road Company having leased the lines of the United New 
Jersey Railroad & Canal Company and Philadelphia & Tren- 
ton Railroad Company between New York and Philadel- 
phia in 1871, and as its own route passed through Phila- 
delphia, there was apparently no necessity for operating 
both of them, and the use of the ‘‘ Allentown Route” was 
discontinued in the Spring of 1872. 


CASH AND STOCK DIVIDENDS 


Under the financial plan approved at the adjourned 
annual meeting of the Pennsylvania Railroad Company in 
April, 1867, cash dividends of 3% each were paid in May 
and November of that year, which, together with a 5% divi- 
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dend paid in stock, made the total dividends disbursements 
11% for the year 1867. Similar cash and Stock dividends 
were paid in 1868. 


ADVANCES TO PHILADELPHIA & ERIE RAILROAD 


The poor results from operating the Philadelphia & Erie 
Railroad was a matter of considerable concern to the Man- 
agement, and as a continuance of heavy losses could only 
be prevented by large expenditures for renewals and replace- 
ments, the Pennsylvania Railroad Company was forced to 
provide the funds for this purpose. This it did to the extent 
of nearly $4,000,000., in addition to the advances previously 
made, in return for which it received 31,636 shares of Com- 
mon and 48,000 shares of Preferred Stock of the Philadelphia 
& Erie Railroad Company, a sufficient amount to control 
the future policy of that Company. 


EARNINGS USED FOR IMPROVEMENTS 1854-1867 


It may be of interest to point out that in 1867 the cost 
of constructing the Pennsylvania Railroad from Harrisburg 
to Pittsburgh stood upon the books of the Company at about 
the same figure ($13,540,950.) as it did in 1854, when it was 
opened as a continuous single track railroad between those 
cities. This gratifying situation was the direct result of pay- 
ing for a second track throughout the entire length of 
the road, except for about 3 miles, and other improvements, 
costing nearly $7,000,000., out of the net earnings, instead of 
incurring additional Mortgage debt or selling more Stock. 


PITTSBURGH & STEUBENVILLE RAILROAD REORGANIZED 


While the Pittsburgh & Steubenville Railroad had been 
constructed between Pittsburgh and the east bank of the 
Ohio River opposite Steubenville, yet, in consequence of the 
great cost and long delay in completing the road, it became 
involved in further financial difficulties, to free it from which 
it was sold under a Court decree. After the sale of the road 
it was reorganized on January 14th, 1868, under the name 
of the Pan Handle Railway Company, in which the Pennsyl- 
vania Railroad Company was the majority stockholder. 
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FORMATION OF PITTSBURGH, CINCINNATI & ST. LOUIS 
RAILWAY COMPANY 

On April 20th, 1868, the Pan Handle Railway Company, 
the Holliday’s Cove Railroad (Steubenville Bridge) and the 
Steubenville & Indiana Railroad Company were consolidated 
into the Pittsburgh, Cincinnati & St. Louis Railway Com- 
pany, the railroad of the new Company extending from 
Pittsburgh to Columbus, O., a distance of 196 miles. The 
interest held by the Pennsylvania Railroad Company in the 
Capital Stock and Bonds of the consolidated company was 
sufficient to control its policy and stood upon its books at a 
cost of $5,633,450.09. It was an indispensable connection 
for the Pennsylvania Railroad with the West and South- 
west, and it was the belief that the road would eventually 
pay a fair rate of dividend to its stockholders. 


BRANCH LINE EXTENSIONS IN WESTERN PENNSYLVANIA 


The Mifflin & Centre County Railroad, which was 
operated under lease to the Pennsylvania Railroad Com- 
pany from near Lewistown to Reedsville, Pa., completed an 
extension of its road to Milroy, Pa., a distance of about 
six miles, on January 6th, 1868. 

On February Ist, 1869, the extension of the Tyrone & 
Clearfield Railway from Philipsburg to Clearfield, a dis- 
tance of 17 miles, was completed and placed in operation. 


STATE CHANGES A RAILROAD INVESTMENT 


In 1869 the State of Pennsylvania disposed of its lien of 
$3,500,000. upon the Philadelphia & Erie Railroad to the 
Allegheny Valley Railroad, accepting therefor a second lien 
upon the line the latter Company was building from the 
Philadelphia & Erie Railroad at Driftwood to the Allegheny 
Valley Railroad at Red Bank, Pa., known as the ‘“‘Low 
Grade Line’; the Bonds given to the State in exchange 
being guaranteed by the Pennsylvania Railroad, Philadel- 
phia & Erie Railroad and Northern Central Railway Com- 
panies, over whose lines the traffic of the new road was to 
pass to Philadelphia and Pittsburgh. This insured to the 
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State the ultimate payment of its original claim of $3,500,000. 
on the Philadelphia & Erie Railroad Company for the canals 
purchased by the latter Company, which were not included 
in the Public Works sold to the Pennsylvania Railroad 
Company. 


FORT WAYNE ROUTE IN DANGER 


While the original policy of the Pennsylvania Railroad 
Company was to reach the traffic of the Northwest and South- 
west by assisting in the construction of connecting lines 
leading to the markets of these sections, and not to lease or 
control their operations, the rapid growth of the western 
country and the help received from the Pennsylvania Rail- 
road Company placed a number of the roads traversing that 
territory in strong financial condition, particularly the Pitts- 
burgh, Ft. Wayne & Chicago Railway Company, which 
extended from Pittsburgh to Chicago, a distance of 468 
miles, and which had pledged its business flowing toward 
the Atlantic seaboard to the Pennsylvania Railroad. After 
the Fort Wayne Company had reached this favorable posi- 
tion, its Board of Directors decided that it would be prefer- 
able to have an independent line to the East, notwithstand- 
ing its obligations to the Pennsylvania Railroad Company, 
and extensive surveys of the country east of Pittsburgh 
were made to find a suitable route over which it could send 
its traffic, which was later followed by large advances to 
a railway company, whose road it was proposed to use as 
a part of this rival line. During the progress of these negotia- 
tions an effort was made by the Erie Railroad Company 
to absorb not, only the Pittsburgh, Ft. Wayne & Chicago 
Railway Company, but nearly all of the Western connections 
of the Pennsylvania Railroad, which failed of its purpose 
only from a misapprehension of the law under which they 
proposed to carry out their plan. 


LEASE OF PITTSBURGH, FT. WAYNE & CHICAGO RAILWAY 


In view of this extraordinary situation, it became evi- 
dent to the Management of the Pennsylvania Railroad Com- 


THE PENNSYLVANIA RAILROAD COMPANY 79 


pany that it should have closer relations with its Western 
connections, and after extended negotiations with the Pitts- 
burgh, Ft. Wayne & Chicago Railway Company, a lease for 
a term of 999 years was agreed upon and signed on June 7th, 
1869, and the Pennsylvania Railroad Company entered into 
possession of that road on July lst, 1869. While the terms 
were considered very onerous at the time, the Management 
felt justified, in view of the foregoing circumstances, in 
making the lease. 

The provisions of the lease required the Pennsylvania 
Railroad Company to pay an annual rental of $1,380,000., 
which was equal to 12% upon the $11,500,000. of Capital 
Stock then outstanding. The Fort Wayne Company there- 
upon, in accordance with the understanding reached in the 
lease negotiations, increased (by over 71%) the outstanding 
Stock to $19,714,285.71, which made the annual guaranteed 
rental of $1,380,000. equivalent to 7% upon the increased 
amount of Stock. 

The Pennsylvania Railroad Company also assumed all 
the obligations of the latter Company, including the payment 
of the principal of, and interest on, its First, Second and 
Third Mortgage Bonds and Equipment Bonds. The leases 
of the New Castle & Beaver Valley Railroad, the Lawrence 
Railroad, and the Massillon & Cleveland Railroad to the 
Ft. Wayne Company; the contracts of December 15th, 1862, 
and February 16th, 1866, with the Cleveland & Pittsburgh 
Railroad Company for joint operation and division of earn- 
ings; the one-half Stock ownership of the Fort Wayne Com- 
pany in the Indianapolis & St. Louis Railway Company, 
which had a lease of the St. Louis, Alton & Terre Haute 
Railroad, were all assigned to the Pennsylvania Railroad 
Company. 

Another provision in the lease was that the Pennsyl- 
vania Railroad Company should assume the obligations of 
the Fort Wayne Company under a contract with the Grand 
Rapids & Indiana Railroad Company, under which it en- 
dorsed $4,000,000. of 7% First Mortgage Bonds of the latter 
Company. This was done to aid in the construction of the 
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Grand Rapids & Indiana Railroad from Fort Wayne, Ind., 
to Little Traverse Bay, Mich., a distance of about 320 miles, 
from which the Fort Wayne road was to receive all the 
interchange traffic. 


FT. WAYNE LEASES AND CONTRACTS TRANSFERRED TO 
PENNSYLVANIA COMPANY 

All of these leases and contracts were subsequently 
transferred to the Pennsylvania Company (to which refer- 
ence is later made) upon its formation in 1870, except the 
lease of the Massillon & Cleveland Railroad Company, which 
was assigned to the Cleveland, Mt. Vernon & Delaware 
Railroad Company (a predecessor of the Pennsylvania, Ohio 
& Detroit Railroad Company) on January 22nd, 1870, that 
Company taking possession on May Ist, 1870, but in Octo- 
ber, 1880, the lease of the road was transferred to the Penn- 
sylvania Company. 


SALE OF CLEVELAND, ZANESVILLE & CINCINNATI 
RAILROAD 

On November 4th, 1869, the Pittsburgh, Ft. Wayne & 
Chicago Railway Company and the Pennsylvania Railroad 
Company sold to the Pittsburgh, Mt. Vernon, Columbus & 
London Railroad Company (which later became the Cleve- 
land, Mt. Vernon & Delaware Railroad Company), the 
Cleveland, Zanesville & Cincinnati Railroad, which was for- 
merly the Akron Branch of the Cleveland & Pittsburgh 
Railroad. It was constructed from Hudson to Millersburg, 
O., 61 miles, and had been purchased by the Pittsburgh, Ft. 
Wayne & Chicago Railway Company on July Ist, 1865, and 
transferred under the lease to the Pennsylvania Railroad 
Company. 


LEASE OF ANOTHER ROUTE TO CHICAGO 


The same reasons which induced the Pennsylvania Rail- 
road Company to become the lessee of the Pittsburgh, Ft. 
Wayne & Chicago Railway Company, prompted the Pitts- 
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burgh, Cincinnati & St. Louis Railway Company to lease the 
Columbus, Chicago & Indiana Central Railway, which ex- 
tended from Columbus, O., to Chicago, IIl., Indianapolis, 
Ind., and State Line, Ill., a total distance of about 581 
miles. The lease was for 99 years, renewable for like periods 
at the option of the lessee, taking effect as of February Ist, 
1869. Under its terms the lessor company was to receive 
30% of the gross earnings, which the lessee guaranteed 
would amount to 7% interest on $22,000,000. Mortgage 
Bonds, but under an amendment to the lease dated Feb- 
ruary 1st, 1870, the liability of the Pittsburgh, Cincinnati 
& St. Louis Railway Company was reduced to the interest on 
$15,821,000. of Funded Debt. 


LEASE OF LITTLE MIAMI RAILROAD 


Under date of February 23rd, 1870, effective Decem- 
ber 1st, 1869, the Pittsburgh, Cincinnati & St. Louis Rail- 
way Company leased the Little Miami Railroad, through 
which line the Pennsylvania Railroad connection with Cin- 
cinnati was established, thus enabling it to share in the 
growth and prosperity of that City. The lease was for 99 
years, renewable forever, the Pennsylvania Railroad Com- 
pany guaranteeing the performance of the covenants on the 
part of the Pittsburgh, Cincinnati & St. Louis Railway 
Company. The lease included the Columbus & %enia Rail- 
road, Dayton & Western Railroad and the portion of the 
Richmond & Miami Railway leased by it, which roads 
were already controlled by lease to the Little Miami Rail- 
road Company; also the Cincinnati Street Connection Rail- 
way and the Dayton, Xenia & Belpre Railroad. The rental 
was the sum of $480,000. per annum, equivalent to a divi- 
dend of 8% per annum upon the aggregate Capital Stock of 
the Little Miami Railroad Company and the Columbus & 
Xenia Railroad Company, amounting to $6,000,000., to 
which sum their combined Capital Stock was by the terms 
of the lease increased. 

The railroads included in the foregoing lease extended 
from Columbus to Cincinnati via Xenia, and from Xenia 
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northward to Springfield and westward to the Ohio-Indiana 
State Line at New Paris, a total distance of about 195 miles. 


TWO CONNECTIONS WITH ST. LOUIS 


Under the lease of the Pittsburgh, Ft. Wayne & Chicago 
Railway Company, the Pennsylvania Railroad Company be- 
came possessed of one-half the shares of the Indianapolis & St. 
Louis Railroad Company, extending from Indianapolis to Terre 
Haute, which had a lease of the old line between Terre Haute, 
Alton and St. Louis, and which was known as the St. Louis, Alton 
& Terre Haute Railroad Company. The Pennsylvania Rail- 
road Company had previously acquired a majority of the shares 
of the new and shorter line between Terre Haute and St. Louis, 
via Vandalia, and known as the St. Louis, Vandalia & Terre 
Haute Railroad Company, thus completing two connections 
with St. Louis. The latter route was retained, but the former 
was subsequently sold to what is now the Cleveland, Cin- 
cinnati, Chicago & St. Louis Railway Company (part of the 
New York Central System), to which reference is later made. 


LEASE OF ERIE & PITTSBURGH RAILROAD 


Under date of March 24th, 1870, taking effect March 
1st, 1870, the Pennsylvania Railroad Company leased the 
entire railroad and property of the Erie & Pittsburgh Rail- 
road Company for 999 years, which lease was subsequently 
assigned to the Pennsylvania Company. This road was con- 
structed from New Castle to Girard Junction, Pa., a distance 
of about 80 miles, with a branch about three miles long in 
Erie, Pa. Under the lease the Erie & Pittsburgh Railroad 
Company received annually as a dividend fund for its stock- 
holders $140,000., which was equal to 7% upon $2,000,000. 
Capital Stock, and $2,500. annually to provide for the expense 
of maintaining its corporate organization. ‘The lessee also 
guaranteed the payment of the principal of, and interest on, 
the Bonded Debt of the lessor company. 

The Erie & Pittsburgh Railroad was not built beyond 
Girard Junction, except for the three mile branch extending 
westwardly from Erie, for the reason that it had secured 


THE PENNSYLVANIA RAILROAD COMPANY 83 


trackage rights over the New York Central Lines between 
Girard Junction and Erie. This agreement was made in 
1863 for a 25-year period, and upon its expiration in 1888 
was renewed for 20 years, except that the freight trains of 
the Pennsylvania Company, which was then operating the 
Erie & Pittsburgh Railroad, were confined to the use of the 
tracks of the New York Central Lines between Girard Junc- 
tion and Dock Junction, to which latter point the Erie & 
Pittsburgh Railroad had built its branch from Erie. The 
agreement was again renewed in 1908, and now runs until 
terminated by either party on 18 months notice. 


PURCHASE OF ERIE CANAL COMPANY 


In order to protect the interests of the Erie & Pitts- 
burgh Railroad Company, the Pennsylvania Railroad Com- 
pany in 1870 secured control of the privately owned Erie 
Canal Company by the purchase of the Stock and Bonds of 
that Company and judgments against it amounting to 
$1,200,000., paying therefor $350,000. in Equipment Bonds 
of the Erie & Pittsburgh Railroad Company. The canal 
was operated for about one year under an arrangement with 
the Erie & Pittsburgh Railroad Company, when executions 
were issued on the judgments against the Canal Company, 
and the canal from Erie to the mouth of Beaver River was 
sold by the sheriffs of the Counties through which it ran, and 
purchased by W. L. Scott in the interest of the lessee and the 
Erie & Pittsburgh Railroad Company. The canal property 
was subsequently sold to parties living along the line of the 
canal, and the proceeds were used in retiring part of the 
Equipment Bonds which were given for its purchase, the 
Canal Company being dissolved. 


POLICY IN MAKING WESTERN LEASES 


As bearing on the various leases and consolidations of 
the Lines West of Pittsburgh, it may be interesting to quote 
from the General Remarks of the annual report of the Penn- 
sylvania Railroad Company for the year 1870, the following 
paragraphs :— 
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‘In consequence of the failure of the mixed system 
of canals and railroads of the Commonwealth of Penn- 
sylvania, and their connecting lines beyond Pittsburgh 
to attract a reasonable share of the traffic between the 
East and West, or successfully compete with the avenues 
built by New York, all the lines of railway that were 
first built in the West to reach the Atlantic market 
were directed towards Buffalo as the then best and 
cheapest route to the East, leaving to this Company, 
if it entered the list of competitors for this distant 
traffic, to endeavor without delay to secure in its in- 
terest railway connections with the commercial centres 
of the West as feeders to your Main Line. Sensible 
of the prejudice against large corporations since the 
failure of the United States Bank, the policy of this 
Company was first directed to the procuring of these 
connections by securing the organization of independent 
railway companies, and their construction by such 
pecuniary assistance as was required to effect this 
necessary object under contracts for the mutual inter- 
change of business. This course it was confidently 
expected would meet the objects desired without in- 
volving this Company in the direct management of 
distant enterprises. 

It, however, soon became evident, after securing 
such feeders, that their success in diverting the traffic 
of the West from the channels it had become accustomed 
to follow, stimulated the older rival interests to en- 
deavor to overcome it by obtaining the control of such 
feeders with a view to embarrass our business and 
augment their own. The efforts proved nearly success- 
ful and were only prevented by promptly meeting the 
exigency by securing the absolute control of these lines 
for this Company. The Board think that they would 
have been derelict in their duty if they had yielded to 
timid counsels and permitted this opportunity to secure 
their object to pass unimproved. It is not proposed 
nor is it desired to manage these lines in a manner to 
divert traffic from its natural markets or channels, but 
solely with a view to secure to this Company its fair 
share of the business of the West, which it was found 
impossible to otherwise obtain.” 
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PURCHASE OF CONTROLLING INTEREST IN NORTHERN 
CENTRAL RAILWAY COMPANY 

The annual report for 1870 refers to the circumstances 
under which the Pennsylvania Railroad Company acquired 
a controlling interest in the Northern Central Railway Com- 
pany, which at that time was constructed from Baltimore, 
Md., to Sunbury, Pa., a distance of 138 miles, and through 
contracts and leases, as well as traffic connections, practically 
extended to Buffalo, N. Y. This road for a time was under 
the control of the Baltimore & Ohio and Philadelphia & 
Reading Railroad Companies, whose interests were inimical 
to the Pennsylvania Railroad Company, and, therefore, the 
task of securing the much desired connection with Washing- 
ton and the South was rendered that much more difficult. 
However, during the monetary panic in Baltimore immediately 
following the election of President Lincoln (1861), the hold- 
ings of the Baltimore & Ohio Railroad Company and many 
others, were thrown upon the market, and 43,614 shares with 
a par value of $2,180,700. were purchased by the Pennsylvania 
Railroad Company and placed in its Sinking Fund. The 
remaining shares necessary to secure a majority ownership 
were purchased in London. It was at first thought that the 
acquisition of an interest in the Northern Central Railway 
would prove a burden, but after placing the road in better 
operating condition and providing it with additional equip- 
ment, it was able to pay quarterly dividends at the rate of 
8% per annum, with a fair surplus remaining. 


EARLY RAILROAD CHARTERS FOR CONSTRUCTION— 
BALTIMORE, MD., TO YORK, PA. 

It is a matter of interesting railroad history that one of 
the predecessors of the Northern Central Railway Com- 
pany—the Baltimore & Susquehanna Railroad Company— 
had one of the earliest charters granted to steam railroads 
in this Country. It was incorporated in the State of Mary- 
land on February 13th, 1828; construction was commenced 
in August, 1829, and the road was completed from Baltimore 
to the Pennsylvania-Maryland State Line, a distance of 
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nearly 36 miles, in September, 1832. Other predecessors 
of the Northern Central Railway Company built from that 
point northward, one of which, the York & Maryland Line 
Railroad Company (incorporated in Pennsylvania in 1832), 
completing its road from a connection with the northern end 
of the Baltimore & Susquehanna Railroad to York, Pa., in 
August, 1838. 


FROM BALTIMORE TO THE SOUTH 


The acquisition of the Northern Central Railway proved 
satisfactory so far as securing a line to Baltimore was con- 
cerned, but to reach the Capital of the Nation the Balti- 
more & Ohio Railroad had to be used. Naturally the latter 
Company was not favorably disposed toward a competitive 
line, and it refused to allow the sale of .through tickets, 
the right to check through passenger baggage, or to run 
through trains. Rather than remain in such a position steps 
were taken in co-operation with the Northern Central Rail- 
way Company to build an independent line from Baltimore 
to Washington. The construction of this road was begun 
in 1868 by the Baltimore & Potomac Railroad Company. 
Owing to the difficulty in securing a charter to build from 
Baltimore to Washington, and to overcome the objections 
of those who were opposed to it, the Company was given 
the right by the State of Maryland to build a Main Line 
of railroad from Baltimore to Popes Creek, Md., a dis- 
tance of about 73 miles, with power to construct branches 
not exceeding 20 miles in length. The road was, therefore, 
being built to Popes Creek and a “‘branch”’ 19 miles long 
was being constructed from Bowie, Md., to Washington. 
From this it will be seen that what is now part of the Main 
Line of the Philadelphia, Baltimore & Washington Railroad 
between Bowie and Washington was originally built as a 
“‘branch” of the Baltimore & Potomac Railroad. 

It was necessary to secure authority of Congress to con- 
struct this ‘‘branch” into the District of Columbia, and by 
an Act approved February 5th, 1867, the Company was 
authorized to extend its railroad to the Potomac River. This 
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was supplemented by an Act, approved June 21st, 1870, 
giving the right to continue it over the Long Bridge to a 
connection with any railroads constructed, or to be con- 
structed, in the State of Virginia. By an Act of Congress, 
. approved March 3rd, 1871, the Baltimore & Potomac Rail- 
road Company was also authorized to build a passenger sta- 
tion in Washington, which, according to the terms of the Act, 
was to be “‘of the same style of architecture as the depot of 
the Pennsylvania Railroad Company at the city of Lancaster, 
in the State of Pennsylvania.’”’ Through a supplemental Act, 
approved May 21st, 1872, which repealed the previous Act, 
the location of the station, which was to be on a site known 
as “The Mall,” was slightly changed, and the peculiar feature 
designating the style of architecture was omitted. 

When the Baltimore & Potomac Railroad had reached 
Washington, it was the purpose to continue the routh South 
to Richmond, Va., via the Alexandria & Washington Rail- 
way and the Alexandria & Fredericksburg Railway (later 
consolidated to form the Washington Southern Railway) and 
the Richmond, Fredericksburg & Potomac Railroad. This 
would connect it with the whole system of southern railroads 
controlled by the Southern Railway Security Company, in 
which the Pennsylvania Railroad Company had become a 
shareholder to secure the traffic from the roads south of 
Richmond, Va. 


PULLMAN SERVICE 


On January 27th, 1870, a contract was made with the 
Pullman Palace Car Company for the use of its equipment 
on the lines of the Pennsylvania Railroad Company. The 
latter had previously used the equipment of the Central 
Transportation Company in furnishing this class of service, 
and prior to that time had a contract, dated September 15th, 
1858, with T. T. Woodruff & Company for the operation of 
its sleeping cars, which contained patented seats and couches, 
on the Pennsylvania Railroad and its affiliated lines. The 
Pullman Company had acquired the entire equipment of the 
Central Transportation Company, and the contract which 
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had been made with the former Company would, it was 
stated, result in the introduction of a great many parlor and 
sleeping cars of improved type on the Pennsylvania Railroad 
System. 


BRANCH OF WESTERN PENNSYLVANIA R. R. 


On March Ist, 1871, the Butler Branch of the Western 
Pennsylvania Railroad was completed from Butler Junction 
to Butler, Pa., a distance of 21 miles. 


CREATION OF PENNSYLVANIA COMPANY 


In order to secure greater efficiency, economy and 
harmony in the management of the numerous Western con- 
nections of the Pennsylvania Railroad Company, extending 
westwardly and northwardly from Pittsburgh, and more 
effectively promote the welfare of the public and the com- 
panies themselves, a Charter was secured from the State of 
Pennsylvania for a corporation known as the Pennsylvania 
Company on April 7th, 1870. 

Under the Act of Incorporation, it was authorized to 
issue $100,000. of Capital Stock in shares of $50. each, with 
authority to increase it to any required amount. At a meet- 
ing of the stockholders on January 20th, 1871, the authorized 
Capital Stock was increased to $12,000,000., consisting of 
$8,000,000., par value, of Preferred and $4,000,000. of Com- 
mon Stock. The Pennsylvania Railroad Company received 
$8,000,000. of this Preferred Stock as a consideration for 
selling and transferring to the Pennsylvania Company, as 
of April 1st, 1871, the securities, leases, etc., of the corpora- 
tions hereinafter named on the following terms:— 


19,376 shares common stock Pittsburgh, Cincinnati and St. 


Louis Railway Company, at $12. per share............... $232,512. 
56,200 shares preferred stock Pittsburgh, Cincinnati and St. 
Louis Railway Company, at $50. per share............... 2,810,000. 


Claim against the Pittsburgh, Cincinnati and St. Louis Rail- 
way Company for 48,000 shares Cincinnati and Muskingum 
Valley Railroad Company, to be received by the former 


company, at $8.75, per share .c. ..cus cae 420,184. 
29,000 shares Indianapolis and Vincennes Railroad Company, 
at $8.75 per share, 202 3se els ee eee 253,866. 


6,000 shares Indianapolis and St. Louis Railroad Company, 
at $50" per'share. 0) 2.2 eee eee eee 300,000. 
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13,500 shares St. Louis, Vandalia and Terre Haute Railroad 

Company, At O70. Per SHSTE.. =~. uccue wee bade v ese $945,000. 
6,000 shares Holliday’s Cove Railroad Company............ 100. 
Mortgage on property in Steubenville, purchased for Pitts- 

burgh, Cincinnati and St. Louis Railway Company, and 

BGCEUEU RIETER. See Seen eee le bine BO ee sated toe. 72,038. 
A lease of the railway, depots and property as then occupied 

or used by the Pittsburgh, Cincinnati and St. Louis Rail- 

way Company, between Union Depot, Pittsburgh, and 

the Washington turnpike (Steubenville Extension)—the 

Pennsylvania Railroad Company (the owner) to complete 


the bridge and double track between those points..... 1,250,000. 
A lease of the Pittsburgh, Fort Wayne and Chicago Railway 200. 
A lease of the Erie and Pittsburgh Railroad................ 100. 
For rolling stock on said railroads, belonging to the Penn- 

mutvores: Buc OAit. (COMPAR ai. sss sais wis di Dien by hea, 5 9e% 759,650. 
50 Logansport city bonds (Indiana), 80 per cent............ 40,000. 
3. Junction Railroad bonds (Indiana)........5...0.0.000% AS 2,000. 
300 Bonds, Indianapolis, Cincinnati and Lafayette Railroad 

RIEVESSILG Od SSCM ONE lee aw duo 8. Sale ks A nies’ dim icga sure 4,510 sieuh 225,000. 
811 general mortgage bonds, Pittsburgh, Cincinnati and St. 

Louis Railway Company, 85 per cent.........0ccccccsces 689,350. 

SEVER ole ere as fu Wome wisiole ea eralictaia Dew ature y's ts's ave sv a-ehe's ore $8,000,000. 


The following securities having a value of $1,154,550. 
were received by the Pittsburgh, Cincinnati & St. Louis 
Railway Company with the lease of the Little Miami Rail- 
road, and they were to be transferred without charge to the 
Pennsylvania Company and could be used in purchasing new 
equipment, in erecting depots, in building new works, or be 
cancelled at the discretion of the Directors :— 


Columbus and Xenia Railroad Company Stock............. $519,550. 

General Mortgage Bonds, Pittsburgh, Cincinnati & St. Louis 
Bey MCCOMAS ag. acpi nia Miceli «Dieta ee # cua ean Mie BUR ce mahal 189,000. 

Cincinnati Street Connection Bonds issued by Little Miami- 
Cincinnati and Indiana Railroad Companies............ 335,000. 

Columbus and Xenia Railroad Company First Mortgage 
Serie rte Se ae cra ere tree ik Moet Te tial rn phason oases Bie nee, 8 54,000. 
Little Miami Railroad Company First Mortgage Bonds ..... 33,000. 
Dayton and Western Railroad Company Bonds............. 24,000. 
Teal: so. cece Mae Paete ilar eee a nls, tv4id Gas oth os 0x6 ale! 2 $1,154,550. 


The Pennsylvania Company, effective November Ist, 
1876, made a sublease for 25 years of the bridge across the 
Monongahela River and adjoining tracks, known as the 
Steubenville Extension of the Pennsylvania Railroad, to the 
Pittsburgh, Cincinnati & St. Louis Railway Company. 
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Thomas A. Scott was elected President of the Pennsyl- 
vania Company, William Thaw, Vice-President, and the gen- 
eral management of the properties, aggregating 3,200 miles, 
was assigned to J. N. McCullough, who had a long and suc- 
cessful experience in the operation of the Pittsburgh, Ft. 
Wayne & Chicago and Cleveland & Pittsburgh Railroads. 


HOLDINGS OF ADDITIONAL SECURITIES OF WESTERN 
CONNECTIONS 

In addition to the interests of the Pennsylvania Railroad 
Company in the West to be transferred to the Pennsylvania 
Company, it still held 22,000 shares (a large majority) of 
the stock of the Cleveland, Mt. Vernon & Delaware Rail- 
road Company. This road, as heretofore stated, was a prede- 
cessor of the Pennsylvania, Ohio & Detroit Railroad Com- 
pany, and by September Ist, 1873, was completed from 
Hudson to Columbus, O., a distance of 144 miles. This 
interest was received with the lease of the Pittsburgh, Ft. 
Wayne & Chicago Railway Company and promised to be- 
come a profitable investment. The Pennsylvania Railroad 
Company also held $1,049,000. of Bonds of the Newport & 
Cincinnati Bridge Company, which was then erecting a bridge 
over the Ohio River to connect the Little Miami Railroad 
with the Kentucky system of railroads; $4,446,000. of Gen- 
eral Mortgage Bonds of the Pittsburgh, Cincinnati & St. 
Louis Railway Company; $1,766,000. of Second Mortgage 
Bonds of the St. Louis, Vandalia & Terre Haute Railroad 
Company; and $807,000. of First Mortgage Bonds of the 
Cincinnati & Muskingum Valley Railroad Company, the 
line of which was built from Zanesville to Morrow, 132 miles, 
and was then being extended from Zanesville to Dresden, 
O., 16 miles, on the Pittsburgh, Cincinnati & St. Louis 
Railway. 


LEASE OF CLEVELAND & PITTSBURGH RAILROAD 


Under date of October 25th, 1871, taking effect Decem- 
ber 1st, 1871, the Cleveland & Pittsburgh Railroad was 
leased to the Pennsylvania Railroad Company for 999 years. 
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This road extended from Rochester, Pa., on the Pittsburgh, 
Ft. Wayne & Chicago Railway, by way of Wellsville, O., to 
Bridgeport and Cleveland, which, with branches, gave it a 
length of about 202 miles. The lessee guaranteed the pay- 
ment of 7% upon the Capital Stock as increased at the time 
of the lease; the payment of principal of, and interest on, 
the Funded Debt; and also the necessary Sinking Fund 
payments. The lease was assigned to the Pennsylvania Com- 
pany under date of April 14th, 1873, taking effect as of 
December Ist, 1871. 


ACQUISITION OF WRIGHTSVILLE, YORK & GETTYSBURG 
RAILROAD 

On June 21st, 1870, the Wrightsville, York & Gettys- 
burg Railroad, extending from York to Wrightsville, Pa., 
opposite Columbia, Pa., a distance of about 13 miles, came 
into possession of the Pennsylvania Railroad, thus establish- 
ing a connection with the Northern Central Railway at 
York, Pa., and permitting through service between Phila- 
delphia and York. The bridges on this road were all destroyed 
by the Confederate forces during their raids into Pennsyl- 
vania just prior to the Battle of Gettysburg. The Capital 
Stock and Bonds of this Company, which were entirely owned 
by the Pennsylvania Railroad Company, were cancelled in 
1874, and 6,000 shares of the Stock of the latter Company, 
amounting at par to $300,000., were issued in lieu thereof, 
and held in its Treasury. 


COLUMBIA BRIDGE 


The Pennsylvania Railroad Company had previously 
purchased the bridge across the Susquehanna River between 
Wrightsville and Columbia. This bridge had been owned by 
a Company known as “The Columbia Bank and Bridge 
Company,” under which it conducted a banking as well as 
a bridge business. However, the risks were too great in 
operating the bridge property and it was, therefore, deter- 
mined to separate the banking from the bridge business. 
Accordingly in 1852, “‘The Columbia Bank” was formed and 
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efforts were made to dispose of the bridge property, but it 
was not until 1864 that it was finally sold to interests affili- 
ated with the Pennsylvania Railroad, which had formed the 
“‘Columbia Bridge Company.” On July 1st, 1871, the entire 
property and franchises of the latter Company were con- 
veyed to the Pennsylvania Railroad Company. The bridge 
was first opened for traffic in 1814; was badly damaged by a 
freshet in 1832; was rebuilt (with two railroad tracks) in 
1834; was destroyed by fire by the Northern Armies during 
the Civil War (1863) as a matter of protection against inva- 
sion by the armies of the South; was rebuilt and opened for 
traffic in 1869; was again destroyed by a violent wind storm 
in 1896, and rebuilt as a steel structure and placed in opera- 
tion in 1897. 

ALLEGHENY VALLEY RAILROAD COMPLETED TO 

PITTSBURGH 

The Allegheny Valley Railroad having completed its line 
to Pittsburgh and connected its tracks with those of the 
Pennsylvania Railroad at that point, a contract was entered 
into between the two Companies for the use of the Union 
Passenger Depot, and that Company commenced operating 
its trains into the Station on October 20th, 1870. 


AMERICAN STEAMSHIP COMPANY 


For a number of years prior to 1871 the Pennsylvania 
Railroad had been urged to take some interest, with the 
citizens and municipal authorities of Philadelphia, in a line 
of steamships which was to furnish a service between Phila- 
delphia and Liverpool. The project was not looked upon 
with much favor until 1871, when the Pennsylvania Railroad 
Company agreed to guarantee the Bonds of the American 
Steamship Company, which was incorporated for this pur- 
pose, to the extent of $1,500,000., and also subscribe to 
$400,000. of an issue of $704,700. of Capital Stock to thus 
control the policy of the Company. Four steamers were to 
constitute the fleet and they were all contracted for through 
William Cramp & Sons at a total cost of $2,080,000. The 
steamers were to be of the same general type, the length of 
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each to be 355 feet, and the breadth of beam 43 feet, with 
sufficient capacity to carry 76 first class and 854 steerage 
passengers. The four vessels were to be named after the 
States through which the lines of the Pennsylvania Railroad 
passed, namely, “Pennsylvania,” ‘Ohio,’ “Indiana” and 
“Tllinois.”” The Company also entered into a contract with 
the International Navigation Company, which proposed to 
establish a line of steamships between Philadelphia and 
Antwerp, Belgium, stopping at Southampton, England, and 
which it was believed would develop the foreign trade of 
Philadelphia to and from points in Europe not reached by 
the steamers of the American Steamship Company, and con- 
sequently result in an increase of traffic to and from the lines 
of the Pennsylvania Railroad. The Annual Report for 1872 
states that the ‘‘Pennsylvania” had been launched and was 
expected to be ready for service in May, 1873. 


LOW GRADE LINE—ALLEGHENY VALLEY RAILROAD 


Rapid progress was made on the construction of the 
Low Grade Line of the Allegheny Valley Railroad which 
was being built especially for freight traffic and designed for 
cheap transportation at low rates of speed. This new line 
intersected the Philadelphia & Erie Railroad at Driftwood 
and proposed to use about 120 miles of the eastern end of the 
latter road for traffic destined to eastern points, which it was 
felt would not only materially add to the revenues of the 
Philadelphia & Erie Railroad, but would likewise prove 
profitable to the Allegheny Valley Railroad. 


MORRISON’S COVE EXTENSION 


On May Ist, 1871, the Morrison’s Cove Extension of the 
Hollidaysburg Branch was completed to McKee’s, and on 
December 25th of that year, the line was completed to Hen- 
rietta, a distance of nearly 20 miles from Hollidaysburg. 
This extension was constructed in order to reach the valuable 
hematite iron ore deposits at Morrison’s Cove, and it was 
believed that the traffic from this field would more than 
compensate the Company for the outlay. 
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BRANCH FROM GREENSBURG TO CONNELLSVILLE, PA. 


On March 16th, 1871, a Charter was secured in the 
name of the South West Pennsylvania Railway Company 
to construct a branch line from Greensburg on the Main 
Line to Connellsville, a distance of about 25 miles, which 
latter point was the centre of valuable coke producing fields, 
the products from which found their way to Pittsburgh and 
other markets in the East and West. This branch was 
completed on April 1st, 1873. 


LEASE OF UNITED CANAL AND RAILROAD COMPANIES OF 
NEW JERSEY 

It was early in 1870 that the Management of the Penn- 
sylvania Railroad Company began to consider the propriety 
of leasing the railways and canals of thé United Canal & 
Railroad Companies of New Jersey (now known as United 
New Jersey Railroad & Canal Company), with which it had 
interchange traffic agreements, whereby Pennsylvania Rail- 
road traffic was sent via that route to and from New York. 
The principal objects of the lease were to secure ample facili- 
ties for the accommodation of the heavy traffic it could send 
to the City of New York, the metropolis of the Country; the 
great desirability of having a continuous line of railroad be- 
tween this important eastern gateway and the West under one 
Management, so as to insure through train service, and the 
use of unrivaled terminal facilities in New York, Jersey City 
and South Amboy, N. J. 

Onerous terms were demanded for the lease of these 
lines, but the Management of the Pennsylvania Railroad 
Company felt that their acceptance was justified by the 
very great importance of having under its control a line 
reaching the Hudson River and the establishment of an 
eastern gateway for its traffic. Therefore, the Pennsylvania 
Railroad Company agreed to take over these railroads and 
the canal, and a lease providing therefore was signed on 
June 30th, 1871, taking effect on July lst, 1871. The terms 
of the lease provided for the payment annually of a 10% 
dividend on the $19,485,000. of Capital Stock of the United 
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Companies; also the payment of the principal of, and inter- 
est on, their outstanding Bonded Debt, amounting in the 
aggregate to $16,942,419.50; and in addition $10,000. per 
annum to enable them to maintain their corporate organi- 
_zation. The lease was to run for 999 years, and included the 
delivery by the United Companies of all their stocks, bonds, 
cash, real estate, equipment, rents, assets or other property 
of every kind whatsoever, belonging to the said Companies. 
The Stocks and Bonds delivered under the lease amounted 
in the aggregate at par to $5,714,444., valued at the time the 
lease was signed at $4,065,225., and yielding a revenue in 
1872 of $171,629.92. These securities were largely those of 
companies owning the railroads, canals and ferries herein- 
after mentioned, and they also included Stocks and Bonds of 
Bridge, Telegraph, Plank Road and Horse Car Railroad 
Companies. 


PHYSICAL PROPERTY 


The following Railroad and Canal Companies were par- 


ties to the agreement, viz:— 
Miles 

Camden & Amboy Railroad and Transportation Company, owning 

a railroad with branches, extending from the Delaware River at 

Camden to the Raritan Bay at South Amboy, N. J........... 63.28 
New Jersey Railroad & Transportation Company, owning a rail- 

road with branches extending from Jersey City to a point 34% 

aries, WESC OL LICW Et UMSWiICkc, ING Jirniv yh acvie's «\cs Sle ‘au isteis sine a6 38.44 
The Joint Companies (C. & A. R. R. & T. Co., N. J. R. R. & T. Co., 

and D. & R. C. Co.), owning a railroad from a point 314 miles 

west of New Brunswick, N. J., to Trenton, N. J., together with 

SF EASCCH TE RIE UIC INOS soci, eas, vcore orotate is oe, Jia sid. ajw 4 ica ec Sipe ceele wees eh a8 43.02 


STAAL SAMS OACS CO WWLICKL an atctotcicistdis nord a4 PPB ae! e¥aveias ad 0 02° 6 144.74 


Delaware & Raritan Canal Company, owning a canal and feeder 
extending almost across the State of New Jersey, connecting 
fhe Delaware aud WaAritaly IRIVETS 26 ccs ew cedse Vdd s aden see 66.00 


The Philadelphia & Trenton Railroad Company, in 
which the United Canal & Railroad Companies owned a 
majority interest, was also a party to the lease, its road 
extending from Trenton to Frankford Junction, a distance 
of about 24 miles. The Connecting Railway, the lease of 
which was assigned by the Philadelphia & Trenton Railroad 
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Company to the Pennsylvania Railroad Company, effective 
December Ist, 1871, completed the connecting link, it extend- 
ing from Frankford Junction to a connection with the Penn- 
sylvania Railroad at a point 1% miles west of the West 
Philadelphia Passenger Station. 

The following railroads, which had previously been 
leased by either the United Companies or the Philadelphia 
& Trenton Railroad Company, or in which these Companies 
had a large Stock and Bond interest, came with the lease of 
the parent companies :— 


Miles 

Camden & Burlington County R. R.: 

Camden to Pemberton) Nig] igcern cence ere ates vitae ore lee rikercte aie 22.46 

Mt... Holly*to: Burlington; Nu. Ji sis «ates levciacs ea terd’s <aalepre la wre aie aie Z.1a 
Pemberton & Hightstown R. R.: 

Pembertonto. Hightstown, Ny Jie: ccs eset ces Sere cleats siale sie ye 24.47 
Vincentown Branch of Burlington County R. R.: 

Ewansville'to Vincentown; Nw Ji ccs se >see inl bm wee o tae 2.84 


Rocky Hill R. R. & Transportation Co.: 
Kingston’to Rocky Hill Ns Jxcsck cameec mnie s asians ear eee ee 2.38 


Mt. Holly, Lumberton & Medford R. R.: 


Mt. Holly to‘ Medford; NiJ..2. aces Jon clesctivie dhalenidas ice. 5 6.19 
Perth Amboy & Woodbridge R. R.: 

Rahway.to: Perth Amboy; Nin dic ciecicicwe nuancetes orate sie eaten ee 6.40 
Millstone & New Brunswick R. R.: 

East Millstone to New Brunswick, N. J................00005- 6.65 
Connecting Railway: 

Frankford Junction to Mantua Junction (Philadelphia)........ 6.75 
Frankford & Holmesburg R. R.: 

Holmesburg Junction to Bustleton, Pa............ccscsceeees 4.16 
Trenton Delaware Bridge: 

Morrisville to Trenton) wNo.J.s 05ers oes ce ete aie 0.19 

Otel Toc sevens sant spe tm shel els tates anne nian ciate Cittenee Eee reerererers 89.64 


In addition to the foregoing, the United Companies 
held a large, and in some cases controlling, interest in a 
number of other transportation companies which were 
included in the lease, the most important of which were as 
follows :— 


Miles 
Associates of the Jersey Company: 
Ferryfrom Jersey’ City'to New? York.76.4, 0 ose ss ose eee 7 | 
Belvidere Delaware R. R.: 
Trenton, N.J., to, Manunke Chunizra- ceo. ere oe ee 67.49 


Branch from Lambertville to Flemington, N. J............... 11.67 


ee eee 
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Camden & Philadelphia Steamboat Ferry Co.: 
Ferry from Philadelphia to Camden, N. J...............0000: RS 
Freehold & Jamesburg Agricultural R. R.: 
Termine tet eee Curt NOT cok sic. he ac.ais sis aun e ome nis ce 27.54 
West Jersey R. R.: 
ACAreric ty OBS AAG ING Sie cins.deths ae oie lead ater en nce 81.47 
Branches: Glassboro to Bridgeton, N. J...............0002- 19.60 
PGBET ORIEN IN Towchic co eaie ae ko Stes ae eee 17.12 
SURE mae ees Strata peta Seca Join yale valoda mais 1 AS waa Coie wT 227.95 


The terms of the lease required the delivery of the rail- 
ways and canals on July 1st, 1871, but an injunction was 
secured by some dissatisfied shareholders of the United Canal 
& Railroad Companies of New Jersey, which delayed the 
transfer until December Ist, 1871. 

The State of New Jersey, as a large stockholder in the 
Camden & Amboy Railroad & Transportation Company and 
the Delaware & Raritan Canal Company, validated the lease 
by Act approved March 27th, 1873. 

On April 26th, 1872, the Delaware & Raritan Canal Com- 
pany, the Camden & Amboy Railroad & Transportation 
Company, and the New Jersey Railroad & Transportation 
Company were consolidated to form the United New Jersey 
Railroad & Canal Company. The consolidation was carried 
out under an Act of the Legislature of New Jersey approved 
March 14th, 1872, and was effective May 18th, 1872. 


TRENTON DELAWARE BRIDGE COMPANY 


There came with the lease of the Philadelphia & Trenton 
Railroad Company, its ownership of a majority of the Capital 
Stock of the Trenton Delaware Bridge Company. This Stock 
interest was acquired prior to 1835, at which time the cars 
of the Philadelphia & Trenton Railroad were moved over 
the bridge by animal power, but in 1839 the bridge was so 
altered as to permit locomotives to haul the cars. The 
Trenton Delaware Bridge Company had a very old charter, 
it being incorporated in New Jersey on March 3rd, 1798, and 
in Pennsylvania on April 4th, 1798. An interesting feature 
of the charter was that no other bridge or bridges could be 
erected over the Delaware River at any place within 3 miles 


98 THE GROWTH AND DEVELOPMENT 


of the bridge built by this Bridge Company without its 
consent. During the year 1875, it was replaced by a new 
and improved double track iron bridge. The arrangement 
for the use of the bridge tracks took the form of a trackage 
agreement, dated June 20th, 1877, and running for over 993 
years, between the Philadelphia & Trenton Railroad Com- 
pany and the Trenton Delaware Bridge Company, which 
was assigned on the same date to the Pennsylvania Railroad 
Company. 

A new four-track stone arch bridge having been com- 
pleted in August, 1903, over the Delaware River south of 
the one owned by the Trenton Delaware Bridge Company, 
the steel superstructure of the latter, which was in good 
serviceable condition, was sold to the Philadelphia, Balti- 
more & Washington Railroad Company and used in connec- 
tion with the rebuilding of its bridge over the Potomac River 
at Washington. This left only the highway section of the 
Trenton Delaware Bridge, and in 1918 it was sold to the 
States of Pennsylvania and New Jersey and made free of tolls. 


LEASE OF SUNBURY & LEWISTOWN RAILROAD 


The Sunbury & Lewistown Railroad, extending between 
Lewistown on the Pennsylvania Railroad and Selinsgrove on 
the Northern Central Railway, a distance of 44 miles, was 
leased under a contract dated October 2nd, 1871, by the Penn- 
sylvania Railroad and opened for traffic on December Ist, 
1871. This road was to be operated at cost, and any surplus 
turned over to the Sunbury & Lewistown Railroad Company. 


EXTENSION OF LEWISBURG, CENTRE & SPRUCE CREEK 
RAILROAD 


The extension of the Lewisburg, Centre & Spruce Creek 
Railroad from Lewisburg to Mifflinsburg, a distance of 10 
miles, was completed on November Ist, 1871. 


PITTSBURGH, VIRGINIA & CHARLESTON RAILWAY 


The difficulties in operating freight trains from the south 
branch of the Monongahela River through the tunnel under 
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Grants Hill in Pittsburgh, and the yards of the Pennsylvania 
Railroad adjacent thereto, became so serious that it was 
deemed advisable to build a line through Birmingham (oppo- 
site Pittsburgh) under the Charter of the Pittsburgh, Virginia 
.& Charleston Railway, and to construct a branch across the 
Monongahela River at Port Perry to the Pennsylvania Rail- 
road near Turtle Creek Station. This could be done on a 
route of better gradients and shorter distance than via the 
Main Line. The Pittsburgh, Virginia & Charleston Railway 
was to be continued by way of the valley of the Mononga- 
hela through a populous region containing very large fields of 
high grade bituminous coal, the traffic from which assured 
the profitableness of the extension. The Monongahela 
Valley Railroad Company had been incorporated for this 
purpose on April 8th, 1867, but the corporate title of this 
Company was changed to the Pittsburgh, Virginia & Charles- 
ton Railway Company on February 4th, 1870. 

141862 


LEASE OF CHARTIERS RAILWAY 


The Chartiers Railway, a branch line completed in 
1871 by the Pennsylvania Railroad Company, aided by the 
citizens along its route, from Mansfield (now Carnegie, Pa.) 
on the Pittsburgh, Cincinnati & St. Louis Railway, to Wash- 
ington, Pa., a distance of 22 miles, was leased to the latter 
road on December 8th, 1871, effective January lst, 1872. 
It was to be operated at cost and the profits turned over to 
the owners of the Stocks and Bonds of the Chartiers Rail- 
way Company. The Pennsylvania Railroad Company owned 
a majority of the Capital Stock of this Company. 


ADDITIONAL ROUTE TO CINCINNATI 


The Cincinnati & Muskingum Valley Railway, which 
was constructed through a rich agricultural section of Ohio, 
intersecting the Little Miami Railroad at Morrow, O., was 
connected in 1871 with the Pittsburgh, Cincinnati & St. 
Louis Railway by the construction of a line from near 
Dresden to Zanesville, O., a distance of 16 miles. This 
road formed an additional through route to Cincinnati and 
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was controlled by the Pennsylvania Company through the 
ownership of a large majority of its shares. 


CONSTRUCTION FROM TOLEDO JUNCTION (NEAR MANS- 
FIELD) TO TOLEDO, O. 

The construction of the Mansfield, Cold Water & Lake 
Michigan Railroad was commenced in 1871 under a construc- 
tion contract with the Pennsylvania Company. This road 
was to extend from Mansfield, O. (Toledo Junction), to 
Allegan, Mich., a distance of about 216 miles, with a branch 
from Tiffin to Toledo, O. The Pennsylvania Company agreed 
to fully equip the line when the roadbed had been constructed, 
for which it received the First Mortgage Bonds of the Mans- 
field, Cold Water & Lake Michigan Railroad Company and 
a controlling interest in its Stock. Under this contract about 
80 miles of track were laid, and that portion from Toledo 
Junction (on the Pittsburgh, Ft. Wayne & Chicago Railway 
west of Mansfield) to Tiffin, O., a distance of about 37 miles, 
was placed in operation on May Ist, 1873, as part of the 
through route to Toledo, O., opened at that time. The road 
north of Tiffin to Toledo was built by two companies. One 
was the Toledo, Tiffin & Eastern Railroad, extending from 
Tiffin to Woodville, O., nearly 25 miles, which was controlled 
in the interest of the Pennsylvania Railroad Company, and 
the other was the Toledo & Woodville Railroad, which ex- 
tended from Woodville to Toledo, a distance of about 18 
miles. This latter road was owned by the City of Toledo 
at that time and was leased to the Toledo, Tiffin & Eastern 
Railroad Company. 


CONTROL OF INDIANAPOLIS & VINCENNES RAILROAD 


The Pennsylvania Railroad Company on July 2nd, 1870, 
secured control of the Indianapolis & Vincennes Railroad 
Company, the line of which extended from Indianapolis to 
Vincennes, Ind., a distance of 117 miles, through its owner- 
ship of the Pittsburgh, Cincinnati & St. Louis Railway Com- 
pany, which latter Company, with others, entered into a 
contract with the Indianapolis & Vincennes Railroad Com- 
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pany on August Ist, 1868, for construction and lease of its 
road. This agreement was cancelled in 1870, the Pennsyl- 
vania Railroad Company becoming the guarantor of the First 
Mortgage 7% Bonds amounting to $1,700,000., and also 
$1,402,000. Second Mortgage 6% Bonds of the Indianapolis 
& Vincennes Railroad Company. These latter Bonds were 
issued in exchange for $1,402,000. of Capital Stock, which 
was surrendered to the Pennsylvania Railroad Company in 
accordance with an agreement dated July 2nd, 1870. On 
April 24th, 1872, the Pennsylvania Railroad Company trans- 
ferred the entire Capital Stock of the Indianapolis & Vin- 
cennes Railroad Company to the Pennsylvania Company. 
Effective January 1st, 1879, the latter Company leased this 
road for 99 years, and agreed to pay the net earnings to the 
Indianapolis & Vincennes Railroad Company to be used in 
the payment of interest on its Bonds and other obligations. 


CONTROL OF ROUTE TO CAIRO, ILL. 


In addition to the foregoing the Pennsylvania Company 
entered into satisfactory arrangement for the control of the 
Cairo & Vincennes Railroad after it was completed, thus 
extending its control of railroads to Cairo, Ill., from which 
latter point the Cairo & Fulton Railroad proposed to con- 
nect with the International Railway then being built south- 
westwardly into Texas. 


LEASE OF SOUTHWESTERN LINES 


Under date of December 26th, 1871, the Pittsburgh, 
Cincinnati & St. Louis Railway Company, in order to secure 
greater traffic from the Southwest, leased the Jeffersonville, 
Madison & Indianapolis Railroad Company, which extended 
from Indianapolis to Louisville, a distance of 110 miles; 
Madison to Columbus, Ind., 45 miles; and Columbus to 
Cambridge City, Ind., 65 miles, or a total of 220 miles. The 
road was leased for 999 years from August Ist, 1871, the 
rental to be equivalent to the interest on the Funded Debt; 
Sinking Fund payments; and a dividend of 7% per annum 
on the $2,000,000. of Capital Stock. The terms of the lease 
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on the part of the Pittsburgh, Cincinnati & St. Louis Rail- 
way Company were guaranteed by the Pennsylvania Rail- 
road Company. 


LEASE OF DANVILLE, HAZLETON & WILKES-BARRE 
RAILROAD COMPANY 

Under date of February 21st, 1872, the Pennsylvania 
Railroad Company leased the Danville, Hazleton & Wilkes- 
Barre Railroad for a term of 33 years and agreed to operate 
it at cost. Any surplus earnings were to be applied to the 
payment of the coupons on $1,400,000. of 7% Bonds issued 
by the leased Company, and if they were not sufficient for 
that purpose, the Pennsylvania Railroad Company agreed to 
purchase the coupons at their face value. This road was 
constructed in the anthracite coal regions of Pennsylvania 
and extended from Sunbury to Tomhicken, Pa., a distance 
of about 44 miles. 


FIRST DIVIDEND ON PENNSYLVANIA COMPANY STOCK 


The first dividend of 6% was paid on $8,000,000. of 
Preferred Stock of the Pennsylvania Company on Octo- 
ber 1st, 1872. The Preferred Stock was also to participate 
equally with the Common Stock in any dividends above 6% 
per annum, 


PURCHASE OF UNION FAST FREIGHT LINE 


When the Union Railroad & Transportation Company, 
known as the ‘‘Union Line,” was organized for the rapid 
carriage of freight traffic between the East and the West, 
the Management of the Pennsylvania Railroad Company, 
as has been heretofore stated, was loathe to enter into a 
contract with that Company, feeling that the service per- 
formed by its own lines was efficient and adequate, but as 
the several railroad companies competing with it for the 
extensive traffic of the West had contracted for this fast 
freight service, it was compelled in self-defense to also pro- 
vide that character of transportation on its own lines. The 
Pennsylvania Railroad Company accordingly entered into an 
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agreement in 1872 with the Union Railroad & Transporta- 
tion Company, whose cars traversed thousands of miles of 
railways in the West, and which could gather up the traffic 
from the markets in that territory, and bring it to the East 
over the lines of the Pennsylvania Railroad Company if 
the goods were destined to points reached by it. However, 
since the Company had by acquisitions and leases extended 
its System to the Mississippi River, it was found that with 
this additional mileage and increased facilities, it could pro- 
vide a similar service to that furnished by the Union Rail- 
toad & Transportation Company, and accordingly negotia- 
tions were entered into and arrangements made for the pur- 
chase of the property, equipment, franchise rights, etc., of 
that Company for the sum of $3,000,000., payment being 
made by the issuance of that amount of Common Stock of 
the Pennsylvania Company at par. 


COMPLETION OF BALTIMORE & POTOMAC RAILROAD 


On July 2nd, 1872, the Baltimore & Potomac Railroad 
was, with the exception of the tunnel in Baltimore, completed 
and placed in service between the latter City and Washing- 
ton. The tunnel in Baltimore was not completed and opened 
for traffic until June 29th, 1873, at which time the road from 
Bowie to Popes Creek, a distance of about 48 miles, was also 
completed and placed in operation. 


LEASE OF BEDFORD & BRIDGEPORT RAILROAD 


Effective September 23rd, 1872, the Bedford & Bridge- 
port Railroad, extending from Mt. Dallas, Pa., which was the 
terminus of the Huntingdon & Broad Top Mountain Railroad, 
to the Pennsylvania State Line, a distance of about 38 miles, 
was leased to the Pennsylvania Railroad Company, to be 
operated at cost, the surplus, if any, to be turned over to the 
stockholders of the Bedford & Bridgeport Railroad Company. 


PHILADELPHIA & ERIE RAILROAD EARNINGS 
DISAPPOINTING 


The net earnings of the Philadelphia & Erie Railroad 
were a continued source of disappointment to its owners 
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which was not due to the amount of traffic handled, but 
the rates it received for transporting the same, the year 
1872 ending with a net loss of nearly $38,000. The failure 
of this road to become profitable was due, first, to the fact 
that its projectors started with insufficient capital; second, 
instead of crossing the valuable coal deposits of the Alle- 
gheny Mountains via Driftwood, Brookville, Franklin and 
thence northwardly to Erie, it was constructed north of 
this rich coal region in order to secure the alleged benefit 
of two local subscriptions to its stock at Ridgway and Warren; 
and, third, starting construction work at both ends of the line, 
when the Company did not have enough capital to execute 
any great portion of the road at either end. In passing it 
might be interesting to point out that the lease of this road 
was only offered to the Pennsylvania Railroad after the Phila- 
delphia & Reading Railroad had declined to take an interest 
in the property, and when all other plans for raising the 
capital to complete the line, without a great sacrifice of its 
Stock, had failed. With all of these adverse influences it was 
felt that the Philadelphia & Erie Railroad could be made 
profitable only by the gradual development of its local busi- 
ness, as its through traffic had necessarily to be carried at 
rates which could not be remunerative, and indeed might be 
forced lower by the competition of rival lines. 


PROPOSED LEASE OF NORTHERN CENTRAL RAILWAY 


The Northern Central Railway, in which the Pennsyl- 
vania Railroad held a controlling interest, did not earn its 
dividend in 1872, as the result of the low rates received for 
the service it rendered, the deficit incurred in paying the 
dividend being taken from previous surplus profits. To enable 
that Company to earn a greater return on its Stock, it was 
necessary to raise large sums of money for the purchase of 
equipment, and to provide additional facilities to handle 
the traffic in the most economical manner. It was, there- 
fore, suggested that the capital could best be obtained by a 
lease of the road to the Pennsylvania Railroad, but this plan 
was not looked upon with favor by the Management of the 
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latter Company at that time, except as a means of promoting 
its interest in the Northern Central Railway as the majority 
stockholder. 


LEASE OF CINCINNATI & MUSKINGUM VALLEY RAILWAY 


On January Ist, 1873, the Cincinnati & Muskingum 
Valley Railway Company leased its road to the Pittsburgh, 
Cincinnati & St. Louis Railway Company for 99 years, the 
net earnings to be paid to the Cincinnati & Muskingum 
Valley Railway Company. It was provided that in case the 
net earnings were not sufficient to meet the interest on the 
First Mortgage Bonds, the lessee was to advance the amount 
needed, which was to be returned out of subsequent net 
earnings. The lease was executed on March 25th, 1873, 
and the Pittsburgh, Cincinnati & St. Louis Railway Com- 
pany commenced operating the road on May lst, 1873. 


PURCHASE OF ANTHRACITE COAL LANDS 


In the early 70’s it was realized that if the Pennsylvania 
Railroad Company did not follow the example of other roads 
in the State of Pennsylvania, which were acquiring large 
tracts of anthracite coal lands, this source of revenue to the 
Pennsylvania Railroad would be taken away, and the traffic 
handled by competing roads. The latter were quietly but 
rapidly securing the best anthracite coal properties, and thus 
tying the traffic from these mines to their roads. There- 
fore, in accordance with the laws which had been enacted 
by the State of Pennsylvania to encourage the development 
of its natural resources, and to retain some of this coal 
traffic for its own lines, the Pennsylvania Railroad Com- 
pany secured control of about 28,000 acres of anthracite 
coal lands in the vicinity of its lines, as shown by the follow- 
ing statement :— 


Number 

of Acres 
In Wilkes-Barre Coal Region..........se2ee00% 5,823 
_ In Hazleton Coal Region........cecccsceseres 2,119 
En Shamonin Codl ReviON ss sscccicvicscsss ss sis 7,808 
In Lykens’ Valley Coal Region...............- 12,300 
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All of these anthracite coal fields had outlets to tide- 
water over the railroads and canals controlled by the Penn- 
sylvania Railroad Company, and it was contemplated to 
operate them to an extent that would insure a profit upon 
the investment in the coal lands and supply a heavy ton- 
nage to these railroads and canals. 


AUTHORITY FOR INCREASED STOCK AND DEBT 


In order to meet the annual requirements for capital 
to improve and enlarge the railroads owned and controlled 
by the Pennsylvania Railroad Company, an Act of Legisla- 
ture was secured on February 18th, 1873, which authorized 
an increase of 100% in the Capital Stock of the Company, 
with the privilege of raising additional funds by the issue of 
Bonds to an amount equal to the Capital Stock when so 
increased, which were to be secured by a mortgage of the 
Company’s property. With this authority the Pennsylvania 
Railroad Company could issue its Capital Stock to the extent 
of $151,700,000. 


CREATION AND SALE OF CONSOLIDATED MORTGAGE BONDS 


On July 1st, 1873, when the par value of its Capital Stock 
outstanding was $65,047,850., the Consolidated Mortgage of 
the Pennsylvania Railroad Company was created, providing 
for the issue of $100,000,000. of Bonds thereunder. Theprinci- 
pal object of the Management was to create a mortgage that 
would be comprehensive enough to provide for the issue of 
successive series of Bonds limited to a fixed total sum, with- 
out requiring the creation of a new mortgage as each issue of 
Bonds thereunder matured. It was made a first lien on the 
railroad property and rolling stock of the Company, as well 
as certain after-acquired property, subject, however, to about 
$35,000,000. of prior lien mortgages. The series of Bonds to 
be issued could vary in amount; in the rate of interest, which, 
however, was not to exceed 7%, and at the time of maturity 
and when one issue became due and was paid, or for any 
other reason cancelled, the Company could authorize the 
issue of an equal amount of Bonds to become due at some 
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other fixed time, the only restraint being as to the rate of 
interest and that the amount of bonds outstanding at any 
one time could not exceed $100,000,000., nor be in excess ‘of 
the Capital Stock then outstanding. There were pledged 
under this mortgage as additional security various Bonds 
and Stocks owned by the Company having an approximate 
value of $50,000,000., which, under certain det Ge were 
subject to substitution or release. 

The first and second issues of Consolidated Mortgage 
Bonds were sold abroad. The first was for £2,000,000, 
bearing 6% interest, and dated July Ist, 1873. The second 
was for £3,000,000, bearing the same rate of interest, and 
dated July ist, 1874. Both issues matured July 1st, 1905. 
With Sterling at $4.85 per pound, the principal of these 
Bonds amounted to $24,250,000. They were sold at a dis- 
count which was charged to Profit & Loss. The proceeds 
from the sale of these Bonds were used largely to acquire 
securities of affiliated companies, meet the maturity of the 
General Mortgage Bonds in 1875, and provide funds for 
capital expenditures consisting principally of equipment pur- 
chased in 1873. 

These Bonds were sold abroad because of the great 
financial strain in this Country incident to the panic of 1873 
and its aftermath. It was a policy which the Company had 
adopted as early as 1855 when it began the sale of its Second 
Mortgage Bonds in England, the principal and interest of 
which were payable in Sterling. The same course was fol- 
lowed in later years when the American markets were such 
that its requirements could not be financed on reasonable 


terms in this Country. 


PENNSYLVANIA & DELAWARE RAILROAD COMPLETED 
On July 1st, 1873, the Pennsylvania & Delaware Rail- 
road, extending from Pomeroy, on the Main Line of the 
Pennsylvania Railroad, to Delaware City, Del., a distance of 
38 miles, was completed and operated as a branch of the 
Philadelphia Division. 


ee SS 
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COMPLETION OF GRAND RAPIDS & INDIANA RAILROAD 


On November 25th, 1873, the Grand Rapids & Indiana 
Railroad was completed and opened for operation from a 
connection with the Pittsburgh, Fort Wayne & Chicago Rail- 
way at Fort Wayne, Ind., to Petoskey, Mich., a distance of 
about 333 miles. The extension from the latter point to 
Mackinaw City, Mich., on the Straits of Mackinac, a dis- 
tance of 34 miles, was completed and placed in operation in 
July, 1882. 

The Grand Rapids & Indiana Railroad Company had 
completed only 20 miles of its road up to December, 1867, 
and as it did not have the financial means to proceed further, 
it made a contract, under date of May Ist, 1869, with the 
Continental Improvement Company, under which the road 
was completed as heretofore stated. The Continental Im- 
provement Company was reimbursed through the issuance 
to it of $8,000,000. First Mortgage 7% Bonds of the Grand 
Rapids & Indiana Railroad Company and, in addition, 
$100,000. of its Capital Stock for every 20 miles of road con- 
structed. The latter Company also assigned to the Con- 
tinental Improvement Company a land grant of over 850,000 
acres located north of Grand Rapids, Mich., which had been 
conferred upon it to assist in constructing its railroad. 

Under a contract dated September 30th, 1869, the Pitts- 
burgh, Fort Wayne & Chicago Railway Company guaranteed 
the principal of, and interest on, $4,000,000. of these First 
Mortgage Bonds. As a consideration therefor, the Grand 
Rapids & Indiana Railroad Company agreed to transfer to 
Trustees named by the Pennsylvania Railroad Company 
(which had assumed the obligation of the Fort Wayne Com- 
pany), such amounts of Capital Stock of the Grand Rapids 
& Indiana Railroad Company as would at all times give these 
Trustees control of a majority thereof. 


WAGES REDUCED 
While the financial and industrial depression of 1873 


did not affect the earnings of the Pennsylvania Railroad 
Company as severely as many other railroad and industrial 
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companies, it was found necessary to reduce expenses wherever 
possible, in consequence of which the wages of every officer and 
employe of the Company were reduced 10%. 


SEMI-ANNUAL DIVIDEND PAID IN SCRIP 


The usual cash dividend of 5% was paid by the Penn- 
sylvania Railroad Company in May, 1873, but as the pre- 
vailing rates of money during the panic in the latter part 
of that year were so high—and indeed exorbitant—the Man- 
agement decided that rather than pass the usual semi-annual 
dividend in November, as was done in the panic of 1857, 
it would issue scrip equivalent to a 5% dividend, redeem- 
able in cash in 15 months, with interest at 6%, which met 
with general approval on the part of the stockholders. 


CANAL OPERATIONS 


The net profits from the operation of the canal system 
controlled by the Pennsylvania Railroad in 1873, were 
$147,580., all of which was invested in canal boats and other 
equipment, in order to keep the outstanding obligations of 
these works at as low a figure as possible. The canal system 
then consisted of the main stem from Columbia to Wilkes- 
Barre, 151 miles, with a branch from Northumberland to 
Lock Haven, on the west branch of the Susquehanna River, 
71 miles in length, and a branch from the mouth of the 
Juniata River to Williamsburg, 113 miles (the section from 
Williamsburg to the terminus at Hollidaysburg having been 
abandoned), making in all 347 miles of canal, including the 
Wisconisco feeder, 12 miles in length, purchased from the 
Wisconisco Canal Company. The controlling interest held 
by the Pennsylvania Railroad Company in the Pennsylvania 
Canal Company was represented by 70,231 shares out of a 
total capitalization of 89,143 shares, 55,000 of which owner- 
ship represented the price paid by the Canal Company to 
the Pennsylvania Railroad Company for the canals which 
the latter Company purchased from the State of Pennsyl- 
vania in 1857. 
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INVESTMENT IN SOUTHERN RAILWAY SECURITY 
COMPANY CHARGED OFF 

As the investment made by the Pennsylvania Railroad 
Company beginning in 1871 in the Southern Railway Security 
Company proved itself of doubtful value, the whole sum 
was charged to Profit & Loss in 1873, although it was believed 
that the outlay would in time yield a favorable return and 
bring traffic of some value to the roads controlled by the 
Pennsylvania Railroad, for the benefit of which the invest- 
ment was originally made. 

This interest in the Southern Railway Security Company 
consisted of a one-sixth ownership of its Capital Stock, which 
had cost $783,000., and an advance of $1,825,000. This 
money was used to assist in the construction of the Atlanta 
& Richmond Air Line Railroad from Charlotte, N. C., to 
Atlanta, Ga., this road having been completed in 1873. The 
Security Company was an important factor at that time in 
promoting the construction of railroads in the South, and, 
with the exception of a few intervening links, with which it 
had alliances, it controlled three independent routes con- 
verging from Richmond, Va., viz:— 


First:—Atlantic Coast Route, via Weldon and Wilming- 
ton to Charleston, S. C., branching from Florence to Colum- 
bia, S. C., and Augusta, Ga., connecting there with the 
Georgia system of railroads; 

Second:—Middle Route via Danville, Greensboro, Char- 
lotte, Atlanta, Montgomery and Mobile, Ala.; 

Third:—Interior Route, via Bristol, Knoxville and 
Chattanooga to Memphis, Tenn., on the Mississippi River. 

The Pennsylvania Railroad was able to reach these lines 
at Richmond, Va., by reason of its control of the Alexandria 
& Washington and Alexandria & Fredericksburg Railways run- 
ning from Washington to Quantico, Va., and through traffic 
arrangements with the Richmond, Fredericksburg & Potomac 
Railroad extending from the latter point to Richmond, Va. 

The Security Company became financially embarrassed 
in the panic of 1873, and had to dispose of all its interests 
except in the Atlantic Coast Route. The securities of roads 
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in the Middle Route, consisting principally of the Stock, 
Bonds and Notes of the Richmond & Danville Railroad Com- 
pany and the Atlanta & Richmond Air Line Railroad Com- 
pany, were conveyed to the Pennsylvania Railroad Company 
in settlement of its claim for $1,825,000. The Security 
Company again became involved in financial difficulties sev- 
eral years later, and the roads it then controlled finally 
found their way, to a large extent, into the present Southern 
Trunk Lines. A controlling interest in the Stock of the 
Richmond & Danville Railroad Company was of more value 
than any of the other securities which the Pennsylvania 
Railroad Company received for its advances. This was re- 
tained until 1880 when it was sold for $1,200,000., and it 
later became a part of the Southern Railway System. 


DEATH OF PRESIDENT THOMSON 


On May 27th, 1874, John Edgar Thomson, after 47 
years of service in the railroad profession, 27 of which were 
with the Pennsylvania Railroad Company, passed away, and 
his death brought sorrow and regret not only to his associates 
in the railroad field, but to all whose privilege it had been to 
know him. 

No one can read the history of his 27 years of service 
with the Pennsylvania Railroad Company without being pro- 
foundly impressed with the remarkable energy, experience 
and skill of this great central figure in its growth and pros- 
perity, which naturally sustained the greatest loss in his 
death. Fortunately, however, the period of railroad expan- 
sion had temporarily passed, and with the Pennsylvania 
Railroad and its affiliated lines firmly entrenched in the 
important industrial centres East of the Mississippi, there 
was left to his successors the task of operating the prop- 
erty in a manner that would prove satisfactory to the public 
and profitable to the stockholders. 

The following resolutions were adopted by the Board of 
Directors of the Company on May 29, 1874, in recording the 
. death of President Thomson :— 
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‘Resolved, That it be entered upon the minutes of 
this Corporation—l1st, That John Edgar Thomson, its 
President, died at his residence in Philadelphia, at 
twenty minutes before twelve o’clock, of the evening of 
Wednesday, May 27, 1874. 

2d, That the association, thus severed by death, 
began in 1847, within one year after the incorporation 
of the Company, with his election to the office of Chief 
Engineer, and the location and construction of its main 
line of railway, in which his marvelous engineering skill, 
and the ability with which he discharged important 
duties, attested his title to rank with the great Civil 
Engineers of the age. 

3d, That it was continued by his election in 1852 
to the office of President, which he continued to hold 
by successive annual re-election until his death, devel- 


- oping the business relations of the Company from feeble 


beginnings to their present importance, with the breadth 
of view, an excellence of judgment, a financial sagacity, 
a profound comprehension of the laws of trade and, 
above all, a pure, lofty and spotless integrity and dignity 
of character, which, while they won for him the absélute 
confidence of the whole country, have entitled him to a 
place among the foremost of the men whose wisdom, 
character and public services have so largely contributed 
to our National growth. and prosperity. 

Resolved, That in the death of Mr. Thomson, not 
only this Corporation, but our city, our state and the 
whole country have lost an eminent public servant and 
benefactor, whose memory should be always cherished 
and honored. 

Resolved, That we will attend the funeral of our 
late President, wearing the usual badge of mourning; 
and that the proper officer of the Company direct every 
usual and proper mark of respect to be shown Mr. 
Thomson’s memory, in the several departments of the 
Company’s service. 

Resolved, That we tender to the family of Mr. 
Thomson, an expression of our great respect and sincere 
sympathy, praying that in addition to the comfort de- 
rived from the recollection of his public life and services, 
they may have abundantly those higher consolations 
which are not of earth. 

Resolved, That the Secretary of the Company pre- 
pare and furnish to the family of Mr. Thomson, a duly 
certified copy of these resolutions, and have the same 
published in the daily journals of this city.” 
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STATISTICAL DATA 


It will be interesting to note on the following pages the 
operating, traffic, and financial statistics of the Pennsylvania 
Railroad Company during President Thomson’s Administra- 
tion, which will give some idea of its wonderful progress in 
this period. These figures, however, do not reflect the full 
extent of the growth, because they cover only the operations 
of the Pennsylvania Railroad Company and its leased lines 
East of Pittsburgh and Erie, which embraced 1,574 miles of 
railroads and canals at the end of 1873. The Company con- 
trolled at that time nearly 6,000 miles of railroads and canals, 
some of which had separate organizations, while others West 
of Pittsburgh were operated by the Pennsylvania Company. 
Their operating results were not included with those of the 
Pennsylvania Railroad Company until they were acquired 
or leased, or their operation directly assumed by it, which 
was largely in the period 1900 to 1922, inclusive. 
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DIRECTORS 


The following is a list of the Directors who served during 
President Thomson’s Administration, together with the dates 
of their election and the end of their service:— 


Name of Director Elected 
David S. Brown os... 4 March 30, 1847, 
Geo. W. Carpenter......... 4 
Christian E. Spangler...... us 
Thomas ls Lean eeeneue «e cs 
George Howell............. December 4, 1848, 
William Wilkins........... wu 
Washington Butcher....... December 3, 1849, 

lig ok a Se ea December 27, 1865, 
Edward M. Davis......... December 3, 1849, 
TORMgVatrO Ww rraaemnte ease tare January 17, 1849, 


At eet, ae December 18, 1850, 
Alexander J. Derbyshire.... December 2, 1850, 
44 . February 26, 1873, 


John Edgar Thomson...... February 2, 1852, 
Willian: Ayres®\...0-2 00 oa 
Samuel Jeanes............. March 3, 1852, 
Edward’ IT. Mott.s.1... 2% as 
William Robinson, Jr....... December 26, 1851, 
Onn tM arnumic ci cs salts cata February 7, 1853, 
William R. Thompson...... March 1, 1852, 
William B. Foster, Jr....... May 20, 1853, 
Williaa: Neal soca. we steetcre February 6, 1854, 
Thomas: Scotts: cis sic s vs acct December 27, 1854, 
th Te OE He oe Rees February 7, 1855, 

Herman Haupt... 6... March 3, 1856, 
John H. Bringhurst........ a 
Josiah Bacon. cess ee ee ee “hg 
Thomas Mellon............ € 
William M. Lyon.......... : 
John RODDING, It,ces, «oes: December 24, 1856, 
Samuel Megargee.......... March 2, 1857, 
John G. Brenner........... 
PODNAUUNG fanaa cee ee ate October 24, 1857, 
Geo. D. Rosengarten....... November 25, 1857, 
Wistar Morris: cies sas ott January 29, 1858, 
C00. Ws CASHs cca stk te January 5, 1859, 
Benjamin T. Curtis........ March 7, 1859, 
Horatio C. Wood.......... 4 
Joseph M. Thomas......... 43 
John M. Kennedy......... February 8, 1860, 

der CE Oe 2 April 6, 1864, 

sf oP tbsss'y CADE 4,106; 
William H. Smith.......... March 5, 1860, 
DOMAS Ae SCOtE. «occ vps ss 4 March 21, 1860, 
William Martin............ April 4, 1860, 

* Ssisingid sieve e - MATCH GSO. 

acreage Willer: seg a cee 2. a 
Edward C. Knight......... March 4, 1861, 

Sb Oa 8 a Age eran March 7, 1864, 


End of Service 


February 4, 1852; 
January 6, 1858; 
September 19, 1857; 
February 4, 1852; 
March 2, 1857; 
February 7, 1853; 
May 28, 1861; 
January 8, 1873; 
February 12, 1852; 
December 2, 1850; 
December 18, 1855; 
February 5, 1855; 
March 26, 1878; 
May 27, 1874; 
February 6, 1854; 
June 14, 1854; 
February 5, 1855; 
March 3, 1856; 
October 28, 1857; 
April 3, 1861; 
March 4, 1860; 
March 3, 1856; 
February 5, 1855; 
March 1, 1858; 
December 24, 1856; 
March 2, 1857; 
February 3, 1881; 
March 7, 1864; 
March 1, 1858; 
March 7, 1859; 
March 5, 1860; 
March 7, 1859; 
March 4, 1867; 
March 21, 1866; 
March 23, 1891; 
December 27, 1865; 
December 4, 1859; 
March 5, 1860; 
March 9, 1859; 
March 2, 1863; 
March 5, 1866; 
February 25, 1880; 
March 6, 1865; 
June 1, 1880; 
March 4, 1861; 
October 18, 1862; 
July 3, 1862; 
March 2, 1863; 
February 25, 1874; 
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Name of Director Elected 
Samuel T. Bodine.......... February 8, 1860, 
joseph Bo Myers. i.ci ecco 55 July 3, 1862, 
David Salomon............ March 2, 1863, 
Pangh, Craig. 2. oo socace ne ss Me 
Sylvester J. Megargee...... ey 
Herman Lombaert......... May 27, 1863, 
JOY Ibe tener cen ticc cs cms March 6, 1865, 
John Derbyshire........... ee 
Alexander Nimick.......... Us 
Lewis Elkini i665... cles December 13, 1865, 

Br MM Vee ane csi nuns March 7, 1870, 
William Anspach.......... March 4, 1867, 
G. Morrison Coates........ a 
George Black ys icc oa sce sown April 1, 1868, 
Morton McMichael........ March 1, 1869, 
George B. Roberts......... May 3, 1869, 
Edmond Smith... cee 4 

~ la ie es 5 yr a June 29, 1874, 

Alexander M. Fox......... March 6, 1871, 
JOUSL SCORE Soo c c.c mine bcm eo November 2, 1872, 
Samuel M. Felton.......... February 26, 1873, 
Alexander Biddle.......... March 24, 1874, 
Henry M. Phillips......... a 


“ 


End of Service 


March 24, 1874; 
February 26, 1873; 
February 3, 1864; 
March 6, 1865; 


January, 1872; 
March 24, 1874; 
August 23, 1865; 
April 1, 1868; 
March 1, 1869; 
March 6, 1871; 
March 25, 1879; 
March 26, 1878; 
August 5, 1872; 
March 7, 1870; 
January 30, 1897; 
March 1, 1873; 
June 30, 1888; 
October 6, 1907; 
March 26, 1878; 
September 12, 1883; 
May 2, 1899; 
August 28, 1884; 
January 3, 1915. 
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THOMAS ALEXANDER SCOTT 
FOURTH PRESIDENT, 1874-1880 


HOMAS ALEXANDER SCOTT was born on Decem- 
ber 28th, 1824, in Franklin County, Pa., and being 
thrown on his own resources early in life through the 

death of his father, he secured employment with the State 
of Pennsylvania as a Clerk on its Public Works at Columbia 
in 1841, before he was 17 years of age. In 1850 he entered 
the service of the Pennsylvania Railroad Company as Sta- 
tion Agent at Duncansville, Pa. His ability soon attracted 
attention and resulted in his promotion in 1852 to the Third 
Assistant Superintendent in charge of the Western Division 
of the road at Pittsburgh. The intelligent manner in which 
he conducted the affairs of this office lessened to a great 
degree the feeling of animosity toward the Pennsylvania 
Railroad Company in Pittsburgh, which had arisen because 
the granting of its charter had for some years prevented the 
extension of the Baltimore & Ohio Railroad to that City, and 
this, it was alleged, had delayed the development of the indus- 
tries and natural resources in the Pittsburgh District. On 
January 1st, 1858, he was made General Superintendent at 
Altoona, Pa., which was followed on March 21st, 1860, by 
his election as a Vice-President, and on June 3rd, 1874, he 
attained the Presidency. His valuable services to the Gov- 
ernment at the time of the Rebellion, when the military 
rank of Colonel was conferred upon him, and he was ap- 
pointed Assistant Secretary of War, virtually having entire 
charge of the transportation of the troops and munitions 
of war for the Northern Armies, have already been recounted. 
His unusual executive ability and wide knowledge and experi- 
ence gained from close association with the late President 
John Edgar Thomson, admirably fitted him to become the 
directing head of the vast interests of the Pennsylvania 
Railroad Company. 


THOMAS ALEXANDER SCOTT 
Fourth President—June 3rd, 1874, to June Ist, 1880. 
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FINANCIAL DIFFICULTIES OF ALLEGHENY VALLEY 
RAILROAD 


The Allegheny Valley Railroad Company was again 
confronted with financial difficulties of a serious nature in 
1874, due to the fact that it had no adequate means of pro- 
viding for its floating indebtedness. The creditors of that 
Company held a number of meetings and an arrangement 
was finally perfected by which it created a new mortgage 
to secure $10,000,000. of 7% Income Bonds, out of which 
the creditors were to receive at par the amount of indebted- 
ness due them, with interest to October Ist, 1874. To effect 
this arrangement with the creditors, other than the Penn- 
sylvania Railroad and Philadelphia & Erie Railroad Com- 
panies, it became necessary for these two companies and the 
Northern Central Railway Company to set apart 10% of 
the revenue derived from the freight traffic to and from the 
Allegheny Valley Railroad and apply the same to the pay- 
ment of interest upon the Income Bonds taken by such 
creditors. The practical effect of this plan was to give to 
the three foregoing roads 90% of the revenues on all freight 
traffic to and from the Allegheny Valley Railroad in cash, 
which yielded a fair profit, and the remaining 10% in Income 
Bonds of the Allegheny Valley Railroad Company. There 
was a further condition that if any portion of this 10% was 
not required to pay said interest, it was to be invested in 
these Income Bonds at the lowest current market values, 
each Company receiving the Bonds so purchased in propor- 
tion to its traffic contribution. 


COMPLETION OF LOW GRADE LINE 
The Low Grade Line of the Allegheny Valley Railroad, 
to which reference has heretofore been made, extending from 
Red Bank to Driftwood, a distance of 110 miles, and con- 
necting at the latter point with the Philadelphia & Erie 
Railroad, was completed and opened for traffic on June Ist, 
1874. 


a 
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PENNSYLVANIA COMPANY MINORITY STOCK ACQUIRED 


Arrangements were made in 1874 to acquire the 
$3,000,000. of Common Stock of the Pennsylvania Company, 
which was issued at par to pay for the property of the Union 
Railroad & Transportation Company, to which reference has 
been made, and a plan was adopted providing that the owners 
of this Stock should receive Bonds of the Pittsburgh, Cincin- 
nati & St. Louis Railway Company in exchange par for par. 
Nearly all of the stockholders accepted the offer, which 
when finally consummated would place the entire Capital 
Stock of the Pennsylvania Company in the Treasury of the 
Pennsylvania Railroad Company. 


IMPARTIAL RATE COMMISSION INEFFECTIVE 


In 1874 a meeting of the Officers of the New York 
Central, Erie and Pennsylvania Railroad Companies was 
held for the purpose of devising some plan, in the interest 
of economy, for abolishing commissions, agencies and outside 
expenses in connection with the solicitation and movement of 
freight traffic; also with the further object of creating a 
Commission of three persons familiar with railway traffic, 
but disinterested and in no way connected with either of the 
three roads, to have power to make such moderate rates from 
time to time as would be reasonable and just to the public 
and give equal and uniform rates to every shipper. This 
Commission was appointed and for a short time performed 
its duties promptly and satisfactorily, and with strict impar- 
tiality as between the companies interested. While the 
Baltimore & Ohio Railroad Company did not join in this 
arrangement, it agreed to abolish all commissions and agencies 
of every kind, and to adhere to the freight rates made from 
time to time by its officers. 

This plan, however, did not prove effective in stabilizing 
the rate structure. Early in 1875 the competition for through 
trafic at unremunerative rates was renewed with vigor, 
which continued until 1877, when, as the result of co-operative 
efforts, an arrangement was entered into between the four 
Trunk Lines whereby the westbound business was divided 
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among them on the basis of the actual volume of traffic which 
they had handled under open competition. This placed all 
westbound business on an equal basis, and as the rates then 
in effect were below the average for the previous five years, 
the shippers were assured that no attempt would be made 
by these railroads to exact unreasonable charges as a result 
of the co-operative plan. The new arrangement was placed. 
under the supervision of Mr. Albert Fink, who was appointed. 
Commissioner for the Trunk Lines, and who had long been 
connected with important railroads of the Country. 

A very interesting description of the struggle which had 
taken place is contained in the book of Arthur T. Hadley 
(1885), former President of Yale University, and for many 
years a student of railroad economics, entitled “Railroad 
Transportation,” from which the following is quoted :— 


“They (the railroads) not only stopped fighting, but 
they made arrangements to prevent such fighting in 
future by pools. Trunk-line pools had not been quite 
unknown; but they had generally been managed by 
outside parties (eveners), in such a way as to intensify 
the abuses to which the system was liable. Now the 
roads took the matter in hand themselves. The divi- 
sion of west-bound traffic was arranged in 1877. The 
east-bound pooling arrangements were more compli- 
cated, owing to the number of initial points of ship- 
ment; and it was two years before they could arrange 
any division at all. Meantime, an association, something 
like that of the southern roads, had been formed by the 
trunk lines and their connections, under the title of the 
Joint Executive Committee. Albert Fink was at its 
head. It never attained the thoroughness of organiza- 
tion which there has been in the South. There was no 
clearing-house system, and no means of forming pooling 
contracts by any central authority—only by the volun- 
tary action of the roads in each individual case.” 


While the new arrangement brought some measure of 
stability to the railroad situation, it was not lasting and 
several years later the struggle began anew with other rail- 
roads also entering into it. Meanwhile, public indigna- 
tion was growing against the granting of privileges and 
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preferences to favored shippers, such as special rates, rebates 
and other forms of discrimination. The feeling of hostility 
toward the railroads was also aroused by the alleged over- 
capitalization and manipulation of railroad securities, all of 
which finally crystalized itself in the enactment of the Inter- 
state Commerce Act of 1887, to which reference is later made. 


EXTENDING PENNSYLVANIA RAILROAD ORGANIZATION 
OVER SUBSIDIARIES 


On December 8th, 1874, James Donald Cameron, after 
having served as President of the Northern Central Railway 
Company for many years, tendered his resignation, and as 
the Pennsylvania Railroad Company owned a controlling 
interest in the Stock of that Company, it was deemed advis- 
able to have its President act in a similar capacity for the 
Northern Central Railway Company, and accordingly a reor- 
ganization of the official staff was effected on the same date. 
It also became necessary to revise the organization of the Bal- 
timore & Potomac Railroad Company, in which the Penn- 
sylvania Railroad Company had a majority Stock owner- 
ship, and as both lines were important subsidiaries of that 
Company, it was determined to extend its general working 
organization over these lines, and thus secure the greatest 
economy in the operation of the two roads and furnish the 
best possible service to the public. 


JERSEY CITY PASSENGER STATION COMPLETED— 
HARSIMUS COVE DEVELOPMENTS 

The new passenger station of the Company in Jersey 
City was completed in 1874. At Harsimus Cove in the same 
city the facilities for receiving and forwarding freight were 
greatly extended, and the new railroad to connect with the 
Harsimus Cove property was also opened for use in the same 
year through a portion of Bergen Hill from its connection 
with the Main Line of the New York Division. 


NO FURTHER EXPANSION—INTERNAL DEVELOPMENT 
TO BE FUTURE POLICY 


In 1874 the Management of the Pennsylvania Railroad 
Company decided that as it had secured lines and extensive 
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terminal facilities at Philadelphia and New York and, through 
roads controlled by it, at Baltimore and Washington, in the 
east; the control of roads to Erie, Ashtabula, Cleveland and 
Toledo on Lake Erie, with connecting roads working in har- 
mony to Buffalo; the control of lines through the lumber 
regions of Michigan, and those in the west having termini at 
Chicago, St. Louis, Louisville, Cincinnati, Wheeling and other 
important commercial centres, with connections beyond those 
points; having also perfected communications with the en- 
tire oil region of Pennsylvania, the Connellsville coke region, 
the city of Cumberland and the Cumberland coal region; 
and with Frederick and Hagerstown in Maryland and Mar- 
tinsburg in West Virginia, it should adopt a general policy 
that no further extensions of its lines should be made, or 
obligations assumed, either by lease or otherwise, excepting 
to complete such small branches and extensions as were 
then in progress, and that thereafter the energies of the 
Management should be devoted to the internal development 
of the Pennsylvania Railroad System as then constituted. 


STOCKHOLDERS’ INVESTIGATION COMMITTEE 


At the annual meeting of the stockholders of the Penn- 
sylvania Railroad Company on March 10th, 1874, a resolu- 
tion was passed requesting the Chairman of that meeting, 
who was Hon. William S. Stokley, then Mayor of Philadelphia, 
to appoint a Committee of seven stockholders entirely dis- 
connected from the management and operations of the 
Company, to make an appraisement of the value of the 
roads, shops, machinery, real estate, depots, bonds, stock, 
and all other assets of the Company; also, to examine the 
liabilities and obligations of the Company, including all its 
guarantees for other lines, with the sources of revenue to meet 
the same; also its contracts and relations with other Com- 
panies and parties of every kind, and to make report to the 
stockholders of the results of this examination when com- 
pleted. In accordance with this action the Mayor named as 
such Stockholders’ Committee the following gentlemen, who 
were all prominently identified with large financial, commercial 
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and manufacturing interests in Philadelphia, and whose knowl- 
edge and experience would be of great value in making the 
investigation contemplated by the resolution. They were:— 


William A. Stokes, Chairman, 
Wm. H. Kemble, 

A. Loudon Snowden, Secretary, 
David E. Small, 

John S. Irick, 

Wm. C. Longstreth, 

John A. Wright. 


THE REPORT 


This Committee made a most thorough examination of 
every branch of the Company’s service, including all of its 
financial operations, the obligations it had assumed through 
leases, contracts, etc., and indeed no Department was over- 
looked. Their report, which was unanimous, was presented 
by Colonel Snowden at a special meeting of the stockholders 
held on October 3rd, 1874, at which meeting it was voted to 
dispense with reading the report of the Committee on account 
of its great bulk (240 pages), and the further fact that a copy 
had been sent to each stockholder. It was suggested, how- 
ever, that the resolutions attached to the report be taken up 
and discussed, but before this was done President Scott 
stated that there had been some delay in the receipt of copies 
of the report by European stockholders, who had cabled him 
asking that its consideration be delayed until the next annual 
meeting of the Company in March, 1875, which was agreed to 
by the meeting and a resolution passed to make this action 
effective. A resolution, however, was passed accepting the 
report of the Committee, and tendering the thanks of the 
stockholders to them for the ability, care and fidelity which 
they had exercised in preparing their full and comprehensive 
report. It took the Committee seven months to make their 
investigation and report, and the Management stated that it 
was considered by experts, both in this Country and Europe, 
to be one of the most exhaustive and valuable documents 
ever prepared in connection with any railroad company. 

A part of the Investigating Committee’s Report con- 
sists of tables of earnings and expenses and other financial 
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statements, some of which can readily be omitted. How- 
ever, there are portions of it so interesting that they have 
been condensed into as few pages as possible, consistent with 
giving an intelligent idea of the scope of the work under- 
taken by the Committee, and as fully describing the Penn- 
sylvania Railroad and its interests at that time. 


SECURITIES OWNED 


The Committee suggested some alterations and reduc- 
tions in the book value of securities owned by the Company, 
and there was incorporated in its report the following list of 
Stocks and Bonds owned on December 31st, 1873, showing 
their par value and the Committee’s estimate of their cash 
value per share and per bond, with the totals:— 
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VALUATIONS PLACED ON SECURITIES 


The par value of the Stocks owned was $44,541,240. and 
Bonds, $29,053,200., or a total of $73,594,440. They were 
purchased by the Company for the sum of $52,692,419.09, and 
the Committee placed a cash value on them of $49,662,589., 
or nearly $3,000,000. below their cost. It should be recalled, 
however, that this valuation was made shortly after the 
panic of 1873. A very large part of this reduction was made 
in the value of the Stocks of the Allegheny Valley Railroad, 
Philadelphia & Erie Railroad, Pittsburgh, Cincinnati & St. 
Louis Railway and Baltimore & Potomac Railroad Companies. 


ALLEGHENY VALLEY RAILROAD 


The 41,500 shares of Allegheny Valley Railroad Stock 
were carried at cost, viz: $1,100,000., but as a result of the 
financial difficulties encountered by that Company in the 
early part of 1874, the Committee stated that the Stock had 
practically no market value. However, it was felt that it 
was worth at least $10. per share for the control it gave to 
the Pennsylvania Railroad Company of that road, and the 
possibility of a future growth in the territory it served. 
Therefore, the Committee’s estimate of the value of the 
Company’s holdings of this Stock was $415,000. 


PHILADELPHIA & ERIE RAILROAD 


The ownership in the Philadelphia & Erie Railroad Com- 
mon Stock consisted of 31,636 shares, purchased at a cost 
of $779,637.26, and 48,000 shares of the Preferred Special 
Stock, for which $1,680,000. was paid, or a total investment 
of $2,459,637.26. The opinion of the Committee was that 
the Common Stock was valueless, as the road was worth 
little more than its Bonded debt. It was felt that the Pre- 
ferred Stock might have some future value, dependent upon 
the development of the country served by the Philadelphia 
& Erie Railroad, which, together with the fact that it repre- 
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sented control of the property, led the Committee to give 
the Preferred Stock a value of $10. per share, or a total of 
$480,000. for an investment originally costing $2,459,637.26. 


PITTSBURGH, CINCINNATI & ST. LOUIS RAILWAY 


The cost of the 60,000 shares of Pittsburgh, Cincinnati 
& St. Louis Railway Second Preferred Stock, namely, 
$2,250,000., was recommended to be charged off and esti- 
mated as lost, as the First Mortgage Consolidated Bonds 
of that Company were then selling at 65%. The Com- 
mittee stated that the Second Mortgage Bonds, of which 
there were $5,000,000., and the First Preferred Stock, had 
practically no value, and, therefore, the Second Preferred 
Stock could not be estimated to be worth anything, as its 
future value depended entirely on the growth of the terri- 
tory in which that road and its leased lines were located. 


BALTIMORE & POTOMAC RAILROAD 


The Pennsylvania Railroad Company was also the owner 
of 36,572 shares of the Capital Stock of the Baltimore & 
Potomac Railroad Company, which had cost it $876,880., 
and on which the Committee placed a nominal value of $1. 
per share. The entire receipts of that road in 1873 were, it 
was stated, only $381,536.73, and its net earnings $69.93, 
so that for a number of years it could not be expected to do 
anything more than pay the interest on its $4,500,000. of 6% 
Mortgage Bonds. It was pointed out that the entire business 
of the well established Baltimore & Ohio Railroad between 
Baltimore and Washington had not reached $500,000. in any 
one year since the termination of the Civil War. 


MANAGEMENT CONDEMNED 


The Committee condemned the Management for making 
what had proven a wasteful outlay of money in financing the 
needs of companies whose prospects were anything but invit- 
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ing, especially in the case of the Philadelphia & Erie Rail- 
road, where the Pennsylvania Railroad Company had assumed 
the double position of landlord and tenant—of landlord in 
owning so large an interest in the stock of that Company, 
and of tenant in advancing money to the landlord without 
adequate security. 


GUARANTEES EAST AND WEST OF PITTSBURGH 


A whole chapter is devoted by the Committee to the 
liabilities of the Pennsylvania Railroad Company as endorser, 
guarantor, lessee or otherwise, with the result of these liabili- 
ties in 1873 and an estimate of probable future claims on 
account of endorsements, etc. The following is a list at 
that time of the liabilities of the Pennsylvania Railroad Com- 
pany as endorser or guarantor on the Bonds of other com- 
panies East of Pittsburgh :— 


EAST OF PITTSBURGH 


Principal and Interest Guaranteed 


Western Pennsylvania Railroad............ $1,158,600. 
Connecting: Railway acca: « siy.s.c acs <0 sn oxterete 991,000. 
Philadelphia & Erie Railroad.............. 10,000,000. 
Chartiers Railways <<. cutesy. oss eateituarent dee 475,000. 
Susquehanna Coal Company.............. 1,300,000. 
Allegheny Valley Low Grade.............. 9,059,000. 
*Allegheny Valley Low Grade.............. 3,500,000. 
American Steamship Company............ 1,500,000. 
Pittsburgh, Virginia & Charleston Ry.,.... 700,000. 
Baltimore & Potomac Railroad............ 3,000,000. 
+Baltimore & Potomac Tunnel Bonds....... 1,500,000. 


1 Junction Railroad:. 14.0. assem te oe eimai 800,000. 


Total amount of bonds, the principal and 

interest of which are guaranteed........ $33,983,600. 
Pennsylvania Canal Company,—Interest 

amounting to $180,000. guaranteed on 

the $3,000,000. of bonds, but not the 

principal. 


* Northern Central Ry. and Philadelphia & Erie R. R. Cos. co- 
guarantors with Pennsylvania R. R. Co. 

+ Northern Central Ry. Co. co-guarantor with Pennsylvania R. R. Co. 

t Philadelphia, Wilmington & Baltimore R. R. and Philadelphia & 
Reading Ry. Co. co-guarantors with Pennsylvania R. R. Co. 
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WEST OF PITTSBURGH 


The following is a statement of the annual liabilities of 
the Pennsylvania Railroad Company as guarantor for and 
on account of companies West of Pittsburgh:— 


Pittsburgh, Ft. Wayne & Chicago Ry. Co., Total annual 
OSES SES oS ARR es IR gee $2,617,177.24 


Also the following in connection with the lease of above road: 
New Castle & Beaver Valley R. R., Leased for forty per cent. 


of Gross Earnings, Minimum Rental.................. 140,435.79 
Lawrence R. R., Leased for forty per cent. of Gross Earn- 

FOGG. Maia CeR CAL Loses ~ sins oa cies = ok wie hs Sela e wale 75,752.96 
Indianapolis & St. Louis R. R., Interest on 

Debt— 

7 GO, So OD O00 Foes tk ys cis kB $210,000. 
8% on SUC DOOR G 75.8 eee sap. Sales 2 40,000. 
One third of minimum Rental of St. Louis, 
Alton & Terre Haute Rs Riess cess ice 150,000. 
SS 400,000.00 
Grand Rapids & Indiana R. R., Interest on one-half of debt, 

seven per cent. on $4,000,000. (Gold)...........2.20005 280,000.00 
Total liabilities in connection with lease of Pittsburgh, Ft. 

Wayne & Chicago Ry:Go:>. .23 oes eee Pie ee eases $3,513,365.99 
Cleveland & Pittsburgh Railroad, Total Annual Rental.... 1,226,834.47 
Erie & Pittsburgh Railroad, Total Annual Rental......... 380,626.00 
Jeffersonville, Madison & Indianapolis Railroad, Total 

Merelel + eetical, roe res ore ced reall Nes sees ew’ 532,651.70 
Little Miami Railroad, Total Annual Rental............. 723,908.80 


Columbus, Chicago & Indiana Central Ry.—Leased for 

thirty per cent. of gross earnings {but interest at 7% 

guaranteed on $15,821,000. of debt secured by first 

qortedges) as shown f0f 1STS...jo0 5 ook ore eas sonal ale 1,343,342.05 
St. Louis, Vandalia & Terre Haute Railroad—Leased by 

Terre Haute & Indianapolis R. R., but Pittsburgh, 

Cincinnati & St. Louis Ry. is obliged to pay four-fifths 

of interest on mortgage debt, which is............... 252,000.00 
Newport & Cincinnati Bridge—Guarantee of one-half of 

B7 SCO so oiatte accede or voleis efaip eiha Pa aiatii’s cians tee A eaiay OY 37,500.00 


Indianapolis & Vincennes R. R.—Interest on mortgage 
Palo See ae tric Seaced CRP Teae ee IPT AC GO PR ree 206,600.00 


TOCAR jie clelvis elcinlels ele wie wie acdléie deetscila Caieiais'ele's db on $8,216,229.01 


The following statement shows the annual liabilities of 
Pennsylvania Railroad Company as of December 31st, 1873, 
under leases of roads East of Pittsburgh and Erie; also on 
account of guarantees on Bonds of leased and controlled 
companies East of Pittsburgh:— 
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Western Pennsylvania Railroad—Leased by Penn- 
sylvania R. R. Co. to be operated at cost, 
balance of receipts turned over to lessor; Penn- 
sylvania R. R. Co. guarantees principal and 
interest of $800,000. first mortgage main line 


six ‘per cent; bondsSi.<0).— 5). vas cite eee $48,000. 
Also principal and interest of $358,600. first mort- 
gage Pittsburgh Branch six per cent. bonds.... 21,600. 


Connecting Railway—Leased by Philadelphia & Trenton 
R. R. Co. at annual rental of six per cent. on its bonds 
and stock, which amounts to $142,965.90, which sum 
is included in rental of United Railroads of New Jersey. 
Pennsylvania R. R. Co. guarantees principal and interest 
of $991,000. first mortgage six per cent. bonds.......... 

United Railroads and Canal Company of New Jersey, 
Leased by Pennsylvania R. R. Co. at annual rental, 
which" amounted in) 1873 tO. cs slice estsicnle cates ome cue ocle 

Bald Eagle Valley Railroad—Leased by Pennsylvania R. R. 
Co., which pays lessor forty per cent. of a receipts, 
after deducting tonnage taxes #245 ssie= sees waren ere 

Bedford & Bridgeport Railroad—Leased by Peansyivenia 
R. R. Co. to be operated at cost, balance of receipts turned 
over to lessoriaPtccy Vas.cieie da cree eareitele we tao eee 

Danville, Hazleton & Wilkes-Barre Railroad—Leased by 
Pennsylvania R. R. Co. to be operated at cost, balance 
of receipts applied to payment of coupons on $1,400,000. 
bonds; if not sufficient Pennsylvania R. R. Co. purchases 
coupons and holds them against mortgage; Pennsylvania 
R. R. Co. guarantees to purchase coupons, seven per cent. 
On $1,400, OOO iis, deiereac piles sat tens areata bie sill ee aie 

East Brandywine & Waynesburg Railroad—Leased by 
Pennsylvania R. R. Co., paying to lessor not less than 
thirty-three and one-third per cent. of gross earnings to 
meet interestion bonds:./¢..4 encase aes al ee 

Ebensburg & Cresson Railroad—Leased by Pennsylvania 
R. R. Co. to be operated at cost, balance of receipts 
applied to paying interest on $80,000. mortgage bonds, 
if sufficient; if not, then pro rata. 

Harrisburg, Portsmouth, Mt. Joy & Lancaster R. R.— 
Leased by Pennsylvania R. R. Co., rental being six per 
cent. on bonds, seven per cent. on stock, taxes and 
organization, or.a total Of<...c.<c eon bess eee ee 

Lewisburg, Centre & Spruce Creek Railroad—Leased by 
Pennsylvania R. R. Co. to be operated at cost, balance 
of gross earnings being devoted to paying interest on 
Pornded debt. ie. cvs bb ue ws weieaeae SR a he nen 

Mifflin & Centre County Railroad—Leased by Pennsylvania 
R. R. Co. to be operated at cost, balance of gross receipts 
being applied to rent ($330.) of Tuscarora Bridge, and to 
payment of interest on $100,000. Mortgage Bonds, if 
sufficient; if not, then pro rata. 

Newry Railroad—Leased by Pennsylvania R. R. Co. to be 
operated at cost; balance applied to paying cost of com- 
pletion of road and appurtenances, 

Sunbury & Lewistown Railroad—Leased by Pennsylvania 
R. R. Co. to be operated at cost, paying surplus over to 
lessor, 


$69,600.00 


59,460.00 


3,117,020.24 


98,000.00 


132,651.46 


Se 
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Tyrone & Clearfield Railroad—Leased by Pennsylvania 
R. R. Co. to be operated at cost, paying surplus over to 
lessor. 

South West Pennsylvania Railroad—Leased by Pennsyl- 
vania R. R. Co. to be operated at cost, paying balance 
over to lessor. 


Pennsylvania & Delaware Railroad—Leased by Pennsyl- 
vania R. R. Co. to be operated at cost, paying balance 
over to lessor. 


Philadelphia & Erie Railroad—Leased by Pennsylvania 
R. R. Co. to be operated at cost, balance being devoted 
to organization, interest on bonds, sinking fund under 
one of the mortgages, then surplus to lessor, after deduct- 
ing moneys loaned and advances made by lessee; Penn- 
sylvania R. R. Co. guarantees principal and interest of 
following issues of said road: 


Six per cent. on $2,000,000. Bonds......... $120,000. 
Six per cent. on 3,000,000. Sterling Bonds.. 180,000 
Six per cent. on 5,000,000. Gold Bonds.... 300,000. 


Chartiers Railway—Leased by Pittsburgh, Cincinnati & 
St. Louis Ry. for what it costs to operate, paying balance 
to lessor, Pennsylvania R. R. Co. guarantees principal 
and interest of $475,000. first mortgage seven per cent. 
EMO Se ae a a OR dl Tle MOTE OG SUES 4 Blane ae « 

Pennsylvania Canal Co.—Pennsylvania R. R. Co. guaran- 
tees interest on first and general mortgage bonds, amount- 
TUS CSO WOO. AL Bbc VEN CONE. ccieins. ocie sueir sole od acne 

Allegheny Valley Railroad—Pennsylvania R. R. 

Co. guarantees principal and interest of 
$9,059,000. first mortgage “ low grade ”’ seven 
Gr CRED OEUIS oe ale od w <i Od ig Ne CWS be orn $634,130. 
also $3,500,000. second mortgage ‘‘ low grade ”’ 
five per cent. bonds—WNorthern Central Ry. and 
Philadelphia & Erie R. R. Cos. joining in this 
GRASSES sate ered wens So ihoye desi w aie Sid one 2\a 6 175,000. 


Susquehanna Coal Company—Pennsylvania R. R. Co. 
guarantees principal and interest of $1,300,000. six per 
CORIEMUIGUII Saco oe cc ayn sn Foes 5 Vii idler a eaaudielsae eouei aes ace 

American Steamship Co.—Pennsylvania R. R. Co. guaran- 
tees principal and interest of $1,500,000. of six per cent. 
RES oe ace sect ocp couse hae oe aD a tieaaae gid Riare is aRAIS a 

Pittsburgh, Virginia & Charleston Ry.—Pennsylvania R. R. 
Co. guarantees principal and interest of $700,000. first 
mortgage seven per cent. gold bonds.................. 

Baltimore & Potomac R. R.—Pennsylvania R. R. 

Co. guarantees principal and interest of 
$1,500,000. ‘“‘ Tunnel Bonds” at six per cent. 


ko) ta ee ce re eine er eer ae $90,000 
also $3,000,000. ‘‘Main Line Bonds” at six 
PELECEUE COI sterduin Steet iaey- % vie HeiciDaeayelasss 180,000. 


(the latter in connection with Northern 
Central Ry. Co.) 


$600,000.00 


33,250.00 


180,000.00 


809,130.00 


78,000.00 


90,000.00 


49,000.00 


270,000.00 
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Junction Railroad—Pennsylvania R. R. Co., Phila- 

delphia, Wilmington & Baltimore R. R. Co. and 

Philadelphia & Reading R. R. Co. guarantee 

principal and interest on $500,000. first mortgage 
Six per cent. bonds, Ofsc¢us. mia sic alo ee $30,000. 
$300,000. second mortgage six per cent. bonds.. 18,000. 
en $48,000.00 


Grand’ Total, Lines East, . ccs cael cnine oclus aeleeie eis $5,634,111.70 


FIXED RENTAL ROADS 


In examining the foregoing it will be observed that there 
are two different kinds of leases, in addition to guarantees, 
the first, wherein the Pennsylvania Railroad Company agreed 
to operate the road at cost and turn over to the lessor all 
surplus profits, and not obligating itself to pay more, and 
they formed no part of the liabilities of the Company; the 
second—and most important—are those leases which obli- 
gated the Pennsylvania Railroad Company to pay an annual 
fixed rental, and for the lines East and West of Pittsburgh 
they were as follows :— 


Yearly 
Guaranteed 

Name of Road Rental 
United Railroads and Canal Co. of New Jersey.......... $3,117,020.24 
Harrisburg, Portsmouth, Mt. Joy & Lancaster R. R. Co.. 132,651.46 
Pittsburgh, Ft. Wayne & Chicago Ry. Co............... 2,617,177.24 
Wew Castle & Beaver Valley. in. vine <0 s,s ape cies 140,435.75 
Lawrence Railroad \ i. das ssun eon peetuniesas ates anes erro 75,752.96 
Horie Oe Pittsburg is cx,sc0n0 39 a ae te heck s Mine eis ionte Saratee aie 380,626.00 
Cleveland &-Pittsburgna...c0 css ab ene ian aie oaennLe oe IRR YE iy | 
Jeffersonville, Madison & Indianapolis.................. 535,235.60 
Indianapolis and. VinCennes... 100 sisisne cisteaintorets Hoe nicl ais 206,000.00 
Indianapolis G St. Louise! ax sik ko ots cocce mires are nee mete sieee 707,065.46 
Columbus, Chicago & Indiana Central.................. 1,343,342.05 
Rattle Niarni. .. 62. oe tia s niet tore hea Cee ee ee ee ee 710,769.94 
St. Louis, Vandalia & Terre Haute...............0c000- 271,395.16 
Carters Railway ss 6 i. saad ace ceusress ince abet ee bee 35,000.00 
Total Rentals Guaranteed me. +. 6 0s. etree $11,609,825.41 


SYSTEM DIVIDED 


The next chapter of the Committee’s report was directed 
to an inquiry into the policy, groups and results of operating 
the railways and canals owned or controlled by the Pennsyl- 
vania Railroad Company. To facilitate the investigation 
the lines were divided into the Eastern and Western Groups. 
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The Eastern section included the roads and canals East of 
Pittsburgh and Erie, and for convenience the interests held 
South of Baltimore and as far West as Cairo, Ill. The 
Western Group consisted of the lines West of Pittsburgh, 
which were subdivided into the Fort Wayne or Northern 
System, and the Pittsburgh, Cincinnati & St. Louis Railway 
or Southern System. 


WESTERN GROUP 


In considering the Western Group the Committee first 
discussed the reasons for incorporating the Pennsylvania 
Company, which have already been stated, namely, to use 
it as a medium for a harmonious and efficient working organi- 
zation, and to secure a centralization of management for 
the Lines West of Pittsburgh, which were either owned by 
or under lease to the Pennsylvania Railroad Company. 


PENNSYLVANIA COMPANY 


The Committee stated that the Pennsylvania Company 
was incorporated with a Capital Stock of $11,360,900., of 
which $8,000,000. was owned by the Pennsylvania Railroad 
Company, $3,000,000. was used to purchase the Stock of 
the Union Railroad & Transportation Company (so-called 
“Union Line”), and $360,900. held by various individuals. 
Attention was called to the unfortunate transaction by which 
this $3,000,000. of Pennsylvania Company Common Stock 
was used for this purpose. It was not felt that an excessive 
price had been paid, but it meant the introduction of stock- 
holders in the Pennsylvania Company whose views as to the 
management of its affairs might not always accord with 
those of the majority stockholder, the Pennsylvania Rail- 
road Company. The latter Company, however, had re- 
acquired this Stock during the course of the Committee’s 
investigation. 

NORTHERN SYSTEM 

The following is a list of the roads in the Fort Wayne, 
or Northern System, directly managed or coming under the 
control of the Pennsylvania Company :— 


4 ee eee 
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C—O 


Pittsburgh, Ft. Wayne & Chicago Ry., Pittsburgh to 


ChICALO 0). 6 os vise sim wora'e aie © srnde Ss oloterntn Pie aia etn pirate ete 
And under this Company— ; 
New Castle & Beaver Valley R. R........... 14.9 miles 


Lawrence. Railroad 22. ccc ule eee ens ae 20:4= 4" 


Erie & Pittsburgh R. R., Extending from a point 
on New Castle & Beaver Valley R. R. to 
Girard on Lake Shore’ R-Riv. 7. cmaes as oe 84 miles 
Branch atiEries cd. <<. se cps ae sees 2 st 


Cleveland & Pittsburgh R. R., extending from Rochester, 
Pa., by way of Wellsville, O., to Bridgeport and Cleveland, 
with other branches << <tc s<si1« « scstuenen aie piace ie ea ete 

Ashtabula, Youngstown and Pittsburgh R.R., Youngstown 
to: Ashtabulals,. sored nnye oveeacaey ei ea cree tec 

Mansfield, Coldwater & Lake Michigan R. R., was to 
extend from Mansfield Jc., on Pittsburgh, Ft. Wayne & 
Chicago Ry., to Allegan, Mich., 216 miles; total track 


laid on this. road at end ‘of (673... 16.0. we sce cles 
Tiffin, Toledo & Eastern RoORi.2 2c. ee oe 24 miles 
Toledo & Woodville R. R., leased by Tiffin, 
‘Toledo ds Eastern. RR. i.e ne oe ee ee 18 es 
Total os ins :cyatets citrate tase ce Sean aie Wt ae are 


468.3 miles 
35455 
S60, ~ 

202.0, ° 
62505. 
S559 tae 
42.0°°% 

981.6 miles 


With the lease of the Pittsburgh, Ft. Wayne & Chicago 
Railway there was also conveyed a contract with the Indian- 
apolis & St. Louis Railroad, by which the Pennsylvania Rail- 
road Company acquired a one-half interest in this line, being 
the north section of railroad between Indianapolis and St. 
Louis, which, with a branch four miles long to Alton, had an 


aggregate mileage’of7 Tes 14.404. ee eee ee ee 


Pennsylvania Company leased the Jeffersonville, Madison 
& Indianapolis Railroad, with the guarantees of the 
Pennsylvania Railroad Company. 

This line extended from Indianapolis to 
Louisvilles:. omnes. 6 eeegeienets eee 110 miles 
Madison to Columbus, Indiana........ 45 dd 
Columbus, Ind., to Cambridge, Ind.. .. 65 - 


Pennsylvania Company controlled Indianapolis & Vin- 
cennes R. R. by ownership of majority of stock and by 
paying interest on funded debt, which road was built 
between Indianapolis and Vincennes 


i a ed 


Which with the Fort Wayne, or Northern System, aggre- 
gating 


OR OU mn ae a ae tr 
Ser eeetceeed ences ivaets 6 = Was s Shs Sie Se bee 


Made the total length of road operated by Pennsylvania 
Company 


O46 Wee Cas we Bree bee 
108 @ 80 Cree Bs 0 6 a & 46 See) e Bub te OP hee ieeay pene eae 


.265 miles 


602 miles 


5 Be 


1,583.6 miles 
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SOUTHERN SYSTEM 


The lines embraced in the Pittsburgh, Cincinnati & St. 
Louis Railway, or Southern System, were then shown. The 
Pennsylvania Company owned a majority of the stock of 
that Company, which, it was stated, involved no liability 
on its part other than a loss on the investment, which risk 
was also taken by the other stockholders in the Pittsburgh, 
Cincinnati & St. Louis Railway Company. Its owned and 
leased roads were as follows:— 


Pittsburgh, Cincinnati & St. Louis Ry., extending from 
Pittsburgh to Columbus: 
Consisting of— 
Section of road between Pittsburgh Union 
Depot and Washington Turnpike Gate, 
owned by Pennsylvania Railroad Com- 
pany, and leased to Pennsylvania Com- 
ON eo ocho ool le ylnccietnnare oni ecsts i 1.1 miles 
Steubenville to Newark (Pittsburgh, Cin- 
cinnati & St. Louis Proper)............. 158:9\ 0" 
Newark to Columbus (Jointly owned with 
Batrmore he Opie ie. ee) sa. ccc secs e A, i 
Cadiz Branch, built by Springfield & 
mocthwesterm Railroad 25 os. 3s hig tes ee 
Sa ee 201 + miles 
Chartiers Railway, leased to Pittsburgh, Cincinnati 
ee. Panne ys and workediat cost.) o55.2.. 20.02 8.4 22.800 


Cincinnati & Muskingum Valley Railroad, leased to Pitts- 
burgh, Cincinnati & St. Louis Railway, but worked at 


Little Miami Railroad, leased to Pittsburgh, Cincinnati & 
St. Louis Ry., and consisting of Cincinnati & Spring- 
field R. R., Dayton & Xenia R. R., Dayton & Richmond 
R. R. and Columbus & Xenia R.R., inall........... 196.7 ‘4 

Columbus, Chicago & Indiana Central Ry., extending from 
Columbus to Chicago, through Richmond, Ind., and 
from Richmond to Indianapolis, and from Bradford 
Junction to near Logansport, and from Logansport to 
State Line, Illinois, the whole road also being leased to 
Cie ey Lia ee Vasa de sade scm sipny aot mean jue ste sis 581.1 


1,150. miles 


“ec 


COMBINED MILEAGE AND CAPITALIZATION—NORTHERN 
AND SOUTHERN SYSTEMS 

The Committee combined the mileage of roads embraced 

in the Fort Wayne, or Northern System, including the roads 

leased or controlled directly by the Pennsylvania Company, 
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and those in the Pittsburgh, Cincinnati & St. Louis Railway, 
or Southern System, the result being given in a statement 
showing not only the mileage but the total capitalization. 
There was included in this statement the St. Louis, Vandalia 
& Terre Haute Railroad, which was almost wholly owned by 
the Pennsylvania Company, and was operated under a lease 
by the Terre Haute & Indianapolis Railway Company; also 
the Cleveland, Mt. Vernon & Delaware Railroad, which 
was likewise controlled in the interests of Pennsylvania Rail- 
road Company, through the ownership of the majority of 
its Capital Stock. This road extended from Hudson, O., 
through Orrville, Millersburg and Mt. Vernon, to Columbus, 
with a branch to Massillon, a distance of 144 miles. It 
was also proposed to build a branch of this road from Millers- 
burg to Dresden, O., on the Pittsburgh, Cincinnati & St. 
Louis Railway, connecting there with the Muskingum Val- 
ley Railroad. The statement follows:— 


Length of Capitaliza- 
Roads tion 

Northern Systems. sas « cots wiesclv ars 1,583.6 miles $83,371,901.57 

Southerri:Systeuhien «sss wane esis 151500) 5: 77,732,383.03 

St. Louis, Vandalia & Terre Haute R. R. 168,000" 8,127,337.49 
Cleveland, Mt. Vernon & Delaware 

jd SSA Aen ee ee ee re IY YT 144.0 “ 4,225,435.00 

LOCALS aa cists hia ng sive Sateen Sietete 3,045.6 miles $173,457,057.09 


The Pennsylvania Railroad Company in addition held a 
majority of the Stock and Bonds of the Newport & Cincinnati 
Bridge Company, which owned the bridge over the Ohio 
River at Cincinnati. It was also interested to the extent of 
holding $375,900. of Capital Stock of the Jeffersonville & 
Louisville Bridge Company, owners of the bridge over the 
Ohio River at Louisville, Ky. 


OPERATIONS OF WESTERN GROUP 


The Committee discussed these Western Lines, and 
stated as a general proposition the building of railroads in 
the West had gone far beyond the ability of the Country 
to make them profitable; that the competition of the Trunk 
Lines from the East to the West had cut transportation 
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charges below the point of profit; that the Western rail- 
roads could not be made to pay on the basis of rates they 
were then receiving, and referred to the millions of dollars 
of capital which had already been sunk in them. 

The Committee stated, so far as the Western connec- 
tions of the Pennsylvania Railroad Company were concerned, 
that paradoxical as it may appear, it would realize more 
profit from these connections when less tonnage was carried, 
because of the large volume of farm products handled, on 
which a profitable freight rate was paid. Reference was 
made to the profitableness of the Fort Wayne, or Northern 
System, which was due to the fact that it carried a rapidly 
increasing local traffic, and was so situated that it handled 
ore and iron in one direction and coal; cattle and grain in 
the other, which thus avoided a great deal of empty mileage. 
In referring to the Pittsburgh, Cincinnati & St. Louis Rail- 
way, or Southern System, attention was called to the high 
rentals paid to several of its leased lines, which were proving 
a burden to that Company. Its own line, it was stated, 
would enjoy the benefit of traffic given to it by many roads 
which joined or intersected it, and it would also be helped 
by the valuable coal traffic originating on its main line. It 
was estimated, however, that there would be a future loss 
of $500,000. a year from the operation of the roads in the 
Southern System. 

The Committee concluded its reference to these Western 
connections by stating that irrespective of whether or not 
they paid financially, the true fact was that the Pennsyl- 
vania Railroad was built to bring trade and travel through 
the State of Pennsylvania to the Atlantic Seaboard, which it 
undoubtedly had done, and, if necessary, a reasonable sacri- 
fice of profit should be made for these objects. 


EASTERN GROUP 


The Committee then took up and discussed the Eastern 
Group of railroads and canals in the Pennsylvania Railroad 
System East of Pittsburgh and Erie, which were divided 
into seven Divisions, with their mileage, as follows:— 


oo eee 
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ee ee SS SS 


Allegheny Valley Railroad Division........... 446 miles 
Philadelphia & Erie Railroad Division......... 288 
Northern Central Railway Division........... 309 a 
Pennsylvania Canal Company Division........ 347 
United Railroads of New Jersey Division...... 344 “ 
Delaware & Raritan Canal Division........... 61. BES 
Pennsylvania Railroad Division............... 1O2bee i 
Total 25. «cscs osesw picactes tee See ee eee 2,816 miles 
Total Miles of Railway..............-- 2,408 

Total(Miles of/ Canal: iiiaceieere eletete ort 408 


ADDITIONAL ROADS 


In addition to the foregoing it was considered that 
the Pittsburgh, Virginia & Charleston Railway might very 
properly be included in the Pennsylvania Railroad System, 
this road being completed from South Pittsburgh to Monon- 
gahela City in 1873, the object of its construction being to 
draw travel and trade to Pittsburgh. By the construction 
of a short piece of road (Port Perry Branch) connecting with 
the Main Line near Brinton’s Station, the Pittsburgh, Vir- 
ginia & Charleston Railway could be used as a valuable 
means of passing through freight between the Pennsylvania 
Railroad and the Pittsburgh, Cincinnati & St. Louis Rail- 
way without going through the City of Pittsburgh proper. 

The Columbia & Port Deposit Railway might, it was 
stated, also be considered as part of the Pennsylvania Rail- 
road System, it being a branch 40 miles long, partially graded, 
between Columbia, Pa., and Port Deposit, Md. When com- 
pleted it was to make connection with the Philadelphia, Wil- 
mington & Baltimore Railroad at Perryville, and thus open 
markets for the distribution of coal from the Susquehanna 
Valley. 

ALLEGHENY VALLEY RAILROAD 


Taking up the first of the seven Divisions, it was stated 
that the Allegheny Valley Railroad Division consisted of:— 
Allegheny Valley Railroad proper, extending from Pittsburgh 


ok 01 Cs NA ee 132 miles 
The Low Grade Extension.<....... 0.2 se ener 110 miles 
Other Branches.75.1s ss csr es cee eee Sia 
—— 147“ 
The Oil Creek and Allegheny River Railroad.............. 123.5 n. 
The Buffalo, Corry & Pittsburgh Railroad................ Bagi rnes 


Total ceiee Soe 1 446 miles 
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This road, it was pointed out, traversed one of the most 
valuable freight producing valleys in the State of Pennsyl- 
vania, rich in coal, iron, oil, timber and other products. 
It was natural to expect that a railroad so favorably located 
should have been profitable, but unfortunately the Com- 
pany was not conservatively financed at the inception of 
the project. This led to embarrassing financial difficulties, 
which had since been adjusted to the satisfaction of all con- 
cerned, and it was felt that the advantages in the location 
of the road and the connections it made with other lines 
would sooner or later make it a most valuable property, 
provided it was properly and economically managed. 


REASONS FOR BUILDING LOW GRADE LINE 


While on the subject of the Allegheny Valley Railroad, 
it is interesting to note the views of the Committee on the 
policy of building the Low Grade Extension of that road 
from Red Bank to Driftwood, 110 miles in length. They 
understood the reasons to be that it was a strategic move- 
ment to control the valley at the lowest summit of the 
mountains between the East and the West in Pennsylvania. 
Further, that, by utilizing 120 miles of the Philadelphia & 
Erie Railroad and a part of the Northern Central Railway, 
it could be used as a relief line for the carriage of fourth 
class freight at slow speed and low rates from the West to 
the East and vice versa, and in this way add to the earnings 
of these two roads, in which the Pennsylvania Railroad Com- 
pany was largely interested. 


THE COMMITTEE’S ANSWER 


The Committee answered these arguments by stating 
that it was questionable whether the strategic advantages 
were worth the cost of nearly $12,900,000., or over $117,000. 
per mile, to build the line, or whether the traffic tributary to 
it could not be transported via the Western Pennsylvania 
Railroad and the Main Line of the Pennsylvania Railroad 
at as low rates and much faster than by way of the Low 
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Grade Line; that the Pennsylvania Railroad Company would 
sustain a loss by sending its freight from Pittsburgh east via 
that route, and it would be a much better policy to enlarge 
its existing facilities than to turn the traffic in that direction. 
As to using the new line for slow freight at low cost for 
transportation, the Committee questioned whether the differ- 
ence in time, which was estimated at ten hours, was worth 
much reduction in rates, having as it would the additional 
disadvantage of practically limiting the capacity of the road, 
besides involving a large expenditure for more equipment. 


PHILADELPHIA & ERIE RAILROAD 


The investigation of the Philadelphia & Erie Railroad 
Company developed the fact that little: could be expected 
from it, except that it might earn enough to pay the interest 
on its Funded Debt. The unfortunate location of the road 
between Driftwood and Warren, with its two summits, one 
over 2,000 feet and the other nearly 1,700 feet, to overcome, 
was one important factor against economical operations, and 
as the road was built north of the territory where oil, coal 
and heavy timber were abundant, the Committee stated it 
was small wonder that the outlook for this Company was so 
discouraging at that time. 


NORTHERN CENTRAL RAILWAY 


The Northern Central Railway Company was next 
discussed, its line then consisting of:— 


Main Line from Baltimore to Sunbury.......... 138 miles 
Shamokin Valley & Pottsville Railroad......... + 
Elmira & Williamsport R. R. (held by lease).... 78 “ 


Chemung Railroad (controlled by stk. ownership) 18 ‘“ 
Elmira, Jefferson & Canandaigua Railroad— 
(Controlled by stock ownership)............. 47 *« 


It was pointed out that it was not difficult to compre- 
hend the importance of this road if its course were followed 
on a map and its connections noted. At Baltimore it con- 
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nected with the Baltimore & Potomac Railroad to Washington 
and the South; thence it passed northwardly through a 
beautiful and rich agricultural section to Harrisburg, where 
connection was made with the Main Line of the Pennsy]l- 
vania Railroad, the Cumberland Valley Railroad, and the 
roads coming under control of the Philadelphia & Reading 
Railway; from Harrisburg it extended to Sunbury and there 
connected with the Philadelphia & Erie Railroad, from which 
point it had valuable branches to the Lykens Valley coal 
fields, and through the Shamokin Valley & Pottsville Rail- 
road it reached the fine coal fields of that valley, as well 
as the large body of coal owned by that Company near 
Shamokin. The Philadelphia & Erie Railroad was the con- 
necting link between Sunbury and Williamsport, from which 
latter point the Elmira & Williamsport Railroad (leased to 
Northern Central Railway) was built to Elmira, and thence 
via the Elmira, Jefferson & Canandaigua and Chemung Rail- 
roads (controlled by Northern Central Railway), the latter’s 
lines were able to reach markets in the centre of New York 
State. 


CLOSER ALLIANCE DESIRABLE 


The local trade of the Northern Central Railway and 
the through traffic given it by the Pennsylvania Railroad 
required largely increased terminal facilities at Baltimore, 
that City having built the Union Railroad to connect the 
Northern Central Railway with the Bay, thus making a 
complete line to tidewater. The Northern Central Railway 
Company itself, however, was unable to raise the large sums 
of money required for these additions to its railroad and 
naturally looked to the Pennsylvania Railroad Company, its 
largest stockholder, for financial assistance. It was felt 
that the latter Company would also profit by the increase 
in the interchange of traffic between the two Systems as a 
result of the enlarged terminal facilities. The views of the 
Committee, therefore, were that if a closer alliance could be 
had between the two Systems in the form of a lease or other- 
wise, it would prove of mutual advantage. 
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PENNSYLVANIA CANALS 


A short history of the Pennsylvania Canal Division is 
given, but as much of it has been set out in earlier pages of 
this review, it is not repeated here, except to state that the 
Committee felt the operation of these waterways had been 
as satisfactory as could be expected. In addition to this, 
if their control had been in the hands of interests inimical 
to the Pennsylvania Railroad Company during the period 
of reduced rates for transportation, the result might have 
been detrimental to it. 


UNITED NEW JERSEY RAILROAD & CANAL COMPANY 


The United Railroads of New Jersey Division was dis- 
cussed at some length by the Committee. The lease of 
these lines in 1871, it was stated, went a long way toward 
solving the problem of providing an eastern gateway for the 
accommodation of the passenger and freight traffic of the 
Pennsylvania Railroad System to the Metropolis of the 
Country and New England beyond, for it secured :— 


1. A continuous line of railroad between the City 
of New York and the West under one control. 

2. The use of the unrivaled terminal advantages 
at the City of New York, Jersey City, and South 
Amboy. 


3. The key of the line of southern travel to Balti- 
more and Washington. 


4. The ability to place the products of the mine 
and the farm on tide-water, at the least expense, nearest 
to the centre of shipment and consumption. 


5. The power to fix through rates. 


6. The control of a line of railroads and canal 
that must continually increase in value and profit. 


PENNSYLVANIA RAILROAD DIVISION 


The Pennsylvania Railroad Division, consisting of the 
following Main Line and Branches, was given careful study :— 


OO 
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Pennsylvania Railroad Main Line............. 358 miles 
orm pie TI pO le on son ce erces teh aoe sp pO 
ORC ESEADICH 4, ae oe ee three eT ee ee 1ST s 
Holidayshurg Branchics no once sie bs oes ele BD ast 
Sos DATA BY: rete! yr co Ri nei apie eam eal Seana TOs 
East Brandywine & Waynesburg Railroad..... 1g —‘ 
Bald Eagle Valley Railroad.................. Gye 
Mifflin & Centre County Railroad............ 133s 
Sunbury & Lewistown Railroad............... 45 “ 
-yrone &&) Clearfield’ Railroad’. 5... 22. .65 jess 44 “ 
Ebensburg & Cresson Railroad............... 5 as 
Western Pennsylvania Railroad............... Bor es 
Bedford & Bridgeport Railroad............... Bp te 
South West Pennsylvania Railroad............ 24 ee 
Pennsylvania & Delaware Railroad............ 35 ee 
Lewisburg, Centre & Spruce Creek Railroad.. . ale Sag 
Danville, Hazleton & Wilkes-Barre Railroad... 44 * 
Cumberland Valley Railroad................. T5279 
EE ne ete cata rset a cia, ee fates, >| sec aris 1,021 miles 


These roads were not discussed in any detail except the 
Main Line from Philadelphia to Pittsburgh, although men- 
tion is made of the fact that the York Branch and Columbia 
Bridge were consolidated and made part of the Pennsylvania 
Railroad Company. Further, that the Hollidaysburg Branch, 
Bald Eagle Valley Railroad, Tyrone & Clearfield Railroad, 
Western Pennsylvania Railroad, South West Pennsylvania 
Railway and the Cumberland Valley Railroad were all being 
profitably operated, and it was expected that the remaining 
branches would pay the cost of operating them. 


PRIDE IN THE MAIN LINE 


The Committee pointed with pride to the Main Line of 
the Pennsylvania Railroad from Philadelphia to Pittsburgh, 
the trunk line which gave life and support to so many 
branches, and which in return received strength from them, 
affecting not only the welfare of the State of Pennsylvania, 
but directly promoting the happiness and prosperity of a 
large portion of the people of the United States. The Main 
Line consisted of four principal parts, the road from Phila- 
delphia to Columbia, purchased from the Commonwealth 
of Pennsylvania; the Harrisburg, Portsmouth, Mt. Joy & 
Lancaster Railroad, from Columbia to Harrisburg, leased 
for 999 years to the Pennsylvania Railroad Company, the 
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line from Harrisburg to Pittsburgh, and the Delaware Ex- 
tension in Philadelphia, making a direct route from Phila- 
delphia to Pittsburgh 365 miles in length. The Committee 
placed a value on the Main Line, with equipment, real 
estate, etc., of approximately $94,398,000., while it stood 
on the books of the Company at the extremely low cost of 
$48,571,000., showing a value in excess of cost of about 
$45,827,000. 


IMPROVEMENTS PAID FOR FROM SURPLUS EARNINGS 


This favorable condition, it was stated, was brought 
about through the wise policy inaugurated by the late Presi- 
dent Thomson of constructing the original single track road 
for cash and double tracking and improving it out of surplus 
earnings, which fortunately was done at a time of excep- 
tionally low wages. In addition the 81 miles of road be- 
tween Philadelphia and Columbia, acquired from the State 
of Pennsylvania in 1857, were purchased at a price which in 
the 70’s proved to have been at a very low figure; the lease 
of the Harrisburg, Portsmouth, Mt. Joy & Lancaster Rail- 
road was not as burdensome as was expected when the 
contract was signed; and, further, the large amount of real 
estate purchased by the Company for stations, shops, right 
of way, etc., at a very early date in its history was worth a 
price far in excess of the original outlay for it. All of these 
factors had placed the Pennsylvania Railroad Company at 
an advantage over its competitors, for while the cost of road 
and equipment of competing lines was fully represented by 
the amount of their Stock and Bonded indebtedness, on all 
of which dividends and interest had to be paid, the Penn- 
sylvania Railroad Company had to pay dividends and 
interest on securities equal to only a part of the real value of 
its road and equipment. That, the Committee stated, was 
the principal reason why it had always been able to pay a 
fair rate of dividend on its Stock, interest on its Bonded in- 
debtedness, fulfill its obligations to the public and main- 
tain a scale of wages for its employes not exceeded on any 
other railway system in the Country. 
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INTERESTS SOUTH OF ‘BALTIMORE 

Reference was made to the interests which the Pennsy]l- 
vania Railroad Company held south of Baltimore, the most 
important of which was the Baltimore & Potomac Railroad. 
This road extended from Baltimore to Popes Creek, Md., 
a distance of 73 miles, with a branch 19 miles in length to 
Washington, making a single track railroad 92 miles long, 
with a tunnel through part of the City of Baltimore. The 
total cost of this road was represented by the issue of securi- 
ties to the amount of $9,888,736., or over $107,000. per mile 
including the tunnel, consisting of $3,503,900. of Stock, 
$4,500,000. of Bonds and a floating debt of $1,884,836., the 
Pennsylvania Railroad Company owning $1,828,600. of this 
Stock and jointly guaranteeing the Bonds with the Northern 
Central Railway Company. The object in constructing this 
road was, first, to furnish a southern extension for the North- 
ern Central Railway to the City of Washington; second, a 
better connection with the Pennsylvania Railroad Lines to 
New York, and lastly to furnish a route northward and east- 
ward for the southern travel from the roads controlled by 
the Southern Railway Security Company, in which the Penn- 
sylvania Railroad Company was interested. 


OTHER INVESTMENTS IN SOUTHERN LINES 
In addition to this the Pennsylvania Railroad Company 
also had the following investments in lines south of Wash- 
ington, although it was in no way liable for any guarantees, 
leases or otherwise on account of any railroad in this southern 


territory :— 

Alexandria & Fredericksburg Railway Stock 

(now part of Rich., Fred. & Pot. R. R.)... $31,600.00 
Alexandria & Washington Railway Stock (now 

part of Rich., Fred. & Pot. R. Wg De oe tie 63,724.00 
Southern Railway Security Company........ 783,734.33 
Richmond & Danville Railroad Stock (now 

part of Southern Railway System)........ 600,000.00 


Notes of the Richmond & Danville Railroad, 

and Bonds of the Atlanta & Richmond Air 

Line Railroad (now part of Southern Rail- 

way System), with collateral of $3,205,691.42 1,164,997.00 
Western Railroad of Alabama Stock (now 

owned by Louisville & Nashville R. R. and 

Central R. R. of Georgia)............... 60,000.00 


$2,704,055.33 
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While the cost of these securities had been charged to Profit 
& Loss in the accounts of 1873, they were given a value of 
$1,000,000. by the Committee. 


CONTROL OF CAIRO-NEW ORLEANS ROUTE 


The foregoing investment did not include the $1,300,000. 
interest taken by the Pennsylvania Railroad Company in 
the line of railroad from opposite Cairo, IIl., to New Orleans. 
The Committee was of the opinion that this was not a 
justifiable investment, though the Company had just begun 
to receive large returns from the outlay and was able to 
control for commercial purposes the whole line of railroad 
from New Orleans to Cairo. 

This investment was made in the Bonds of the Mississippi 
Central Railroad Company, which was built from Cairo, IIL, 
to Canton, Miss. The road from the latter point to New 
Orleans was known as the New Orleans, Jackson & Great 
Northern Railroad Company, and was controlled by the same 
interests which owned the Mississippi Central Railroad Com- 
pany. The two roads were subsequently consolidated to 
form the Chicago, St. Louis & New Orleans Railroad Com- 
pany. The new Company defaulted in the payment of inter- 
est on its Bonds in 1876, was reorganized, and in 1882 leased 
for 400 years to the Illinois Central Railroad Company, and 
now constitutes its Main Line between Cairo and New 
Orleans. 


USE OF ROAD BY CARS OF PRIVATE PERSONS OR COMPANIES 


A chapter of the Committee’s report is devoted to the 
question of the use of the Pennsylvania Railroad by the 
freight cars of private individuals and companies, and par- 
ticularly the so-called fast freight lines. The legal right of 
any individual or corporation to have their cars transported 
over the Pennsylvania Railroad was protected by the pro- 
visions of the Charter of the Company granting that privilege, 
and by decisions of the Courts. It was pointed out that in 
the early days of American railroad transportation, the rail- 
way companies furnished the road and motive power, and 
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the shippers provided most of the freight cars. This policy 
saved the railroads a large investment of capital for equip- 
ment, and it had the additional advantage of requiring less 
cars to carry the same amount of tonnage, as the shippers 
and transporters by economical loading could get larger train 
loads with fewer cars than the railroads. So far as the Penn- 
sylvania Railroad Company was concerned, it not only had 
a large investment in freight equipment, but also handled a 
great many cars owned by private individuals and companies. 


CRITICISM OF UNION AND EMPIRE LINES 


There had been for some time a great deal of public 
criticism of two companies which furnished a fast freight 
service, namely, the Union Railroad & Transportation Com- 
pany (then owned by the Pennsylvania Company, but operat- 
ing under the name of the “Union Line’’) and the Empire 
Transportation Company. It had been alleged that the 
equipment of these companies was too actively used while 
the cars of the Pennsylvania Railroad Company were lying 
idle, and that these fast freight lines usually transported the 
highest paying freight, leaving the lower classes of traffic to 
be carried in the cars of the Pennsylvania Railroad. The 
Committee made a thorough investigation and dwelt very 
largely on the relations with the Empire Transportation Com- 
pany, because the Union Line was then under the control of 
the Pennsylvania Railroad Company. As a result, it was 
stated that the contract with the Empire Company was 
practically the same as that with other railroads in the East; 
that no attempt had been made to favor it to the detriment of 
the interests of the Pennsylvania Railroad Company; that 
the work of the Empire Company was of a peculiar and special 
character; that the service it rendered could not be performed 
in so prompt, economical and satisfactory a manner by any 
organization which the Pennsylvania Railroad Company might 
form, and that the Committee did not feel competent to pass 
upon the matter of rates, preferring to leave this question to 
the Management to decide. 

The Committee felt, however, that there was a tendency 
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in such companies to go too far in looking after their own 
interests, and it was generally believed that they had infringed 
on those of the Pennsylvania Railroad Company. Therefore, 
it was all the more necessary that its officers and employes 
should be entirely free of any interest in the fast freight line 
companies. 


RELATIONS WITH PULLMAN COMPANY 


The status of the Pullman Palace Car Company and its 
relations with the Pennsylvania Railroad System received 
some attention in the report. That Company at that time 
supplied the Lines East of Pittsburgh with 100 sleeping and 
drawing room cars and the Lines West with 70 of the same 
character of cars. The Pennsylvania Railroad Company had 
the following investment in the securities of this Company :— 


$770,000. 8% Bonds (with power to change, in 
three years into an equal amount 


of Stock at par), worth........... $770,000. 

1,233 shares Stock at par, paying 12% divi- 
GONG vricc cles we Rae bis aie erelenkis an ainicie 123,300. 
‘Total «76 Acasiistaia oars atest iat ena $893,300. 


The opinion of the Committee was that if the Pullman 
Palace Car Company could earn a dividend of 12% on its 
Stock, the expenditure of a sum sufficient to provide the 
necessary equipment for this service on the Pennsylvania 
Railroad ought to bring it a greater profit than 12%. On 
the other hand, it was recognized that under the existing 
contracts with the Pullman Company and the question as 
to the legal power of the Pennsylvania Railroad Company 
to make an extra charge for such accommodation, the better 
policy would probably be to continue the arrangement then 
in force. The Committee, however, desired to point out that 
the public who use the Pullman cars should pay more to the 
railroad company than the small additional sum paid to the 
Pullman Company. 


ANTHRACITE COAL LANDS 


The Committee thoroughly investigated the acquisition 
of the large tract of coal lands in the anthracite region of 
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Pennsylvania. The coal properties owned wholly or in part 
by the Pennsylvania Railroad Company were located in the 
Lykens Valley, at Shamokin, near Hazleton, and at Nanti- 
coke Dam in the Wyoming Valley, and embraced an aggre- 
_gate of 27,950 acres. A description of these properties and 
their ownership follows, after which the wisdom of acquiring 
so large an interest in them is discussed. 


LYKENS VALLEY COAL PROPERTY 


The Lykens Valley property was situated about 20 
miles northeast of Millersburg on the Susquehanna River, 
and consisted of about 9,200 acres of coal lands and 3,000 
acres of farm lands. The ownership of this coal was vested 
in the Summit Branch Railroad Company, which owned 
7,319 shares out of a total of 9,883 shares of the Lykens 
Valley Coal Company’s Stock, in addition to having a credit 
of $964,889.38 advanced to the latter Company. The Sum- 
mit Branch Railroad Company was in turn controlled in 
the interest of the Pennsylvania Railroad Company by a 
Stock ownership of 43,804 shares out of a total issue of 
82,500 shares. The purchase of this stock was stated to be 
a very wise and prudent policy, assuring to the Northern 
Central Railway, whose line of road traversed this section, 
a very large amount of traffic from these fields for shipment 
to Baltimore and intermediate points. 


SHAMOKIN COAL PROPERTY 


The ownership of the Shamokin coal fields, which 
embraced 7,808 acres, was vested in the Northern Central 
Railway Company (as lessee of the Shamokin Valley & 
Pottsville Railroad) and in the Pennsylvania Railroad Com- 
pany, but the property was operated by the Mineral Rail- 
road & Mining Company. Its Stock amounted to 50,000 
shares, par value $20. per share, of which one-third was 
owned by the Pennsylvania Railroad Company and two- 
thirds by Northern Central Railway Company. The coal 
in this region was said to be of good quality, but inferior 
to that found in the Lykens Valley district. 
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HAZLETON COAL PROPERTY 


The Hazleton property, which was owned by the Penn- 
sylvania Railroad Company, consisted of from 2,100 to 2,200 
acres, and was then undeveloped. There was a direct route 
from this property over the Danville, Hazleton & Wilkes- 
Barre Railroad to the Northern Central Railway and Phila- 
delphia & Erie Railroad, as well as to all lines controlled by 
the Lehigh Valley Railroad Company and Lehigh Coal & 
Navigation Company. 


SUSQUEHANNA COAL PROPERTY 


The Susquehanna Coal Company was organized in 1869, 
and the area of coal lands it controlled amounted to 5,823 
acres, lying on both sides of the Susquehanna River at Nanti- 
coke Dam. The Capital Stock consisted of 15,000 shares, 
par value $100. per share, amounting to $1,500,000. of which 
the Pennsylvania Railroad Company owned $1,000,000. and 
Pennsylvania Canal Company $500,000., the original purpose 
of the investment being to produce increased tonnage for the 
canals and at the same time, particularly during the winter 
months, to provide the Northern Central Railway and other 
roads associated with the Pennsylvania Railroad, a traffic 
that might have been diverted to other channels. 

The Susquehanna Coal Company had issued $1,283,000. 
of 6% 40-Year Bonds, to purchase a portion of these lands, 
the principal and interest of which were guaranteed by the 
Pennsylvania Railroad Company. 


SUMMARY 


To summarize the foregoing statements of ownership, 
the following table shows the acreage and estimated value 
of all of these coal properties :— 


Number’ Estimated 
of Acres Value (1874) 


Lykens Valley coal region......... 12,200 $7,000,000. 
Shamokin coal region............. 7,808 1,300,000. 
Hazleton coal property........... 2,119 2,000,000. 
Wyoming Valley coal property... . 5,823 2,236,884. 


Totals. < sess sels. ete ares 27,950 $12,536,884. 
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COMMITTEE’S VIEW 


While the laws of the State specifically encouraged the 
ownership and development of its natural resources by rail- 
road companies, there was some question in the minds of 
the Committee as to the propriety of railroad companies 
owning and operating coal lands, their view being that a 
railroad company should only purchase and control coal 
properties in sections of the State to properly conserve some 
local interest in which it was concerned. Therefore, it was 
argued that if this opinion were sound, the Management 
of the Pennsylvania Railroad Company would seem to 
have been debarred from acquiring an ownership in any 
of these coal properties except in the Lykens Valley or 
Shamokin fields, which were necessary to furnish traffic 
to the Northern Central Railway and the Pennsylvania 
Canal. Their judgment was that the purchase, joint owner- 
ship or control of coal lands by the Pennsylvania Railroad 
Company should have begun and ended with the acquisition 
of the Lykens Valley and Shamokin properties, and that 
the ownership in the Susquehanna Coal Company and the 
Hazleton region was injudicious and unwise. 


METHOD OF CONTROL OF SUBSIDIARIES 


A chapter of the Committee’s report is devoted to the 
finances of the Company and the method of control of the 
numerous roads in the Pennsylvania Railroad System. Their 
opinion was that where it was possible to absorb them into 
the Company, thereby avoiding the expense of a separate 
organization and securing greater economy in management 
and uniformity in the accounts, it should be done, but where 
this plan could not be carried out, the better policy would 
be to lease these various lines, which might be in three 
different forms:— 

1. By paying a fixed rental; 

2. By charging a fixed pro rata rate of receipts; 

3. By working the roads at absolute cost and 
receiving compensation for use of Pennsylvania Rail- 
road Company’s engines, machinery, etc. 
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The first of the three plans was considered the most 
desirable; the second inadvisable, and the third, while pecu- 
liarly adapted to roads of uncertain value and short branches, 
was not considered satisfactory where the prospective growth 
and development of a road was a foregone conclusion. 


RESTRICTING CAPITAL ISSUES 


Great stress was laid by the Committee on the desira- 
bility of keeping the amount of Capital Stock and Funded 
Debt at as low a figure as possible consistent with the best 
interests of the Company. Two ways of accomplishing this 
were suggested :— 


1. By leasing or absorbing such roads as came in their 
terms within the range of safety to the Treasury of the Com- 
pany, and when such roads were leased to dispose of the 
Stock and Bonds of such companies as may be owned by the 
Pennsylvania Railroad Company. 

2. By the sale of all securities that would bring an 
approximately fair price, and which could be sold without 
injury to the Company. 


PURCHASE OF STOCKS OF LEASED ROADS 


The Pennsylvania Railroad Company had prior to 1873 
purchased a very large amount of Stocks and Bonds of com- 
panies which had been leased by it or the Pennsylvania 
Company. The purchases were in most cases made direct 
from the companies themselves, and the latter used the pro- 
ceeds to improve and better equip their lines for the trans- 
portation service they performed. The largest part of these 
securities was acquired at low figures, as the policy of the 
Company had been, first, to take hold of the various roads in 
poor condition; second, to keep their Stocks and Bonds in its 
Treasury until they should increase in value and pay a large 
profit, and, third, to enable the Pennsylvania Railroad Com- 
pany to purchase such large amounts of Stocks and Bonds in 
other companies, it was necessary to issue its own securities, 
thereby increasing the sum required for the semi-annual 
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dividends and the interest on its Funded Debt. This, it was 
pointed out, was a most dangerous policy, as it led the Man- 
agement to enter into investments, some of which were non- 
productive, and which could not be disposed of at a fair price 
during the period when there was a scarcity of money, as in 
1873, at which time the Company had to issue nearly 
$23,000,000. of Stock and Bonds to meet its requirements, 
and that it was this policy which finally resulted in the 
creation of the Consolidated Mortgage, dated July 1st, 1873. 


CREATION OF CONSOLIDATED MORTGAGE NOT A 
NECESSITY 


The Stockholders’ Committee in referring to the large 
amount of securities which had been placed under that Mort- 
gage gave its opinion that they were not required to give 
further security for any Bonds that might be issued there- 
under; that some of these securities might have been sold 
in September, 1873, when the panic came with such force 
and the Company found its available assets tied up in the 
Mortgage, which prevented it from paying the regular semi- 
annual dividend in cash, even though it had been earned; 
that it was a waste of credit for which the interests of the 
Company had suffered, as the placing of these securities 
under the Mortgage had not made the bonds more market- 
able, nor added to the price received for them; that the 
holding of the Stocks and Bonds of the numerous companies 
for a rise, and at the same time borrowing money from the 
stockholders at high rates to carry them, was most unwise; 
that the placing of available securities under a Mortgage 
was of itself an anomalous act, and was contrary to the 
true policy of the Company in keeping down its capitaliza- 
tion to the lowest amount; and finally that the creation of 
this Mortgage was not a necessity, for at the time it was 
executed more money could have been realized from the sale 
of those securities than from the Bonds issued under and 
secured by the Mortgage. 


i 
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RECOMMENDATIONS 


The Committee concluded its remarks on the finances 
of the Company by strongly recommending— 

(a) “To apply rigidly the provisions of that 
mortgage as to releases of securities to provide for 
payment of betterments, etc., made on the different 
railroads, as therein provided;” 

(b) “ By consolidating with or leasing railroads 
now in your interest upon favorable terms or at a fair 
rental, which will relieve you of the necessity of con- 
tinuing to own these stocks and bonds now necessary 
to retain the control of such roads.” 


DISTRUST OF RAILROAD SECURITIES 


The Committee devoted a whole chapter to the sources 
of distrust in the value of railway Stocks and Bonds existing 
in the early 70’s. The prevalent feeling then was that money 
invested in railway securities was sunk and would ultimately 
be lost. Therefore, the subject was carefully investigated 
and an effort made to ascertain the reasons for this want 
of confidence, and a number of probable causes were suggested. 
Space will not permit extracting this entire chapter from the 
report, but it is most interesting and the remarks of the 
Committee accurately illustrate the skepticism in the public 
mind at that time with regard to investments in railroad 
securities. Briefly they were:— 


PROBABLE CAUSES 


First:—The incomplete reports made by the Directors 
of railroad companies to their shareholders, which were so 
meagre that it seemed as if the Directors were being guided 
by the old adage ‘‘the least said is soonest mended.’”? There 
was then a tendency to limit the annual report to the gen- 
eral results of a year’s operations, while the stockholders 
were left in ignorance as to the value of their own property; 

Second:—The managers of railroads were inclined to act 
as though the property they managed was their own, that 
is, having become so familiar with all the particulars of their 
road and never having questioned the infallibility of their 
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own judgment, they looked upon a stockholder as an inter- 
meddler if he should make any inquiry or attempt to criticize 
the Management, and the assumption of this attitude gener- 
ally resulted in losing the moral support of the stockholder; 

Third:—The fear on the part of the public and stock- 
holders that the railroad might be used by the officers and 
favored employes for their own benefit. This practice had 
been followed in different ways, viz: by being interested in 
companies furnishing materials, such as coal, wood, lumber 
and iron, to the road and in concerns doing contract work, 
and also having an ownership in corporations using the road. 
While the Committee did not accuse anyone, or state that 
these charges were true in the case of the Pennsylvania 
Railroad Company, it strongly recommended to the stock- 
holders that such action be taken to prevent any officer or 
employe in its service from holding any interest in companies 
furnishing supplies to it, or doing work under contract, or 
in any company conducting business over the Pennsylvania 
Railroad, its branches or roads acquired by lease or otherwise. 

Fourth:—There had been an unsatisfied doubt in the 
minds of the stockholders of the Pennsylvania Railroad Com- 
pany as to its policy with respect to private companies using 
the road, and as the conclusions of the Committee on this 
subject were given in preceding pages, they are not repeated 
here. 

Fifth:—The tendency among stockholders of railroad 
companies to leave decisions on important questions to the 
Board of Directors. It was pointed out that the stock- 
holders’ influence in the Management was almost a nullity 
so far as matters of policy were concerned, their main utility 
being to furnish an audience to hear a report and voting for 
Directors a ticket carefully prepared for them. 

Sixth:—The constant desire to extend and expand, as 
shown in the history of the railroads up to that time. Herein 
was probably the main cause of the doubt that existed as 
to the value of railway Stocks and Bonds, and which affected 
public confidence in them. It was admitted that rivalry 
between the important lines had produced questions of ex- 
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tensions which were difficult to decide; also that where there 
was any country beyond the termini of a road or branches, 
there was an irresistible temptation to go still further in follow- 
ing population and production beyond their limits. The result 
was the building of extensions far in advance of the needs 
of the country, and these liabilities became a burden to the 
guaranteeing corporation. It was stated, so far as the roads 
controlled by the Pennsylvania Railroad Company were con- 
cerned, that they surely covered enough ground and would 
furnish as large a business as any one corporation could 
manage, and the Committee urgently recommended that such 
measures be adopted as would limit the Board of Directors 
from extending the interests of the Company beyond the 
then existing bounds. 

The Committee in closing this chapter referred to a set 
of resolutions they had drawn, to which reference is herein- 
after made, and which if adopted would, it was felt, favorably 
influence the public mind and secure a sound administration 
of the Company’s varied interests. 


DIRECTORS’ RESPONSIBILITY PLACED ON PRESIDENT 


The Committee, being impressed with the magnitude of 
the operations and liabilities of the Company, felt it incum- 
bent to consider the adaptation of the organization then 
existing to manage such great interests. It was stated that 
the original theory of a railroad organization was to have a 
Board of Directors, a President charged with the finances, 
and a Superintendent in charge of the management of the 
railroad, the latter being the only one who was either a pro- 
fessional engineer or an expert in railway management. It 
was pointed out that experience had modified that form of 
organization by making the President the executive officer, 
expecting him to be thoroughly qualified and responsible for 
the entire management of the property; that the Board of 
Directors of a railroad company were generally chosen for 
their supposed sound judgment, business knowledge and in- 
tegrity, but in a number of cases they were unacquainted 
with the professional side of railroad management. As their 
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whole time and attention was not devoted to the duties of 
this office, but to a great extent to the direction of their 
own personal affairs, the Management of the Company was 
left entirely in the hands of the President, and naturally his 
views influenced the judgment of the Directors. It was 
pointed out that the stockholders expected to benefit by the 
independent action of the Directors, which it was not pos- 
sible to secure under the foregoing circumstances; that the 
result of the working of such an organization naturally 
destroyed the power and influence of the Directors, and 
placed the responsibility of Management directly upon the 
shoulders of one man, the President, which power was very 
often abused, and frequently caused defalcations and numer- 
ous cases of bankruptcy. 


EFFECT ON PENNSYLVANIA RAILROAD 


The thought then arose in the minds of the Committee as 
to what this centralization of power would mean to a corpo- 
ration like the Pennsylvania Railroad Company, controlling 
as it did at that time nearly 6,000 miles of railways and canals, 
and involving a capitalization of nearly $400,000,000. The 
question was asked whether it was prudent or wise that this 
vast interest should be placed under the control of one man, 
which situation, it was admitted, did exist in the Pennsyl- 
vania Railroad Company at that time. It was stated, how- 
ever, that its growth and prosperity had been entirely due to 
the inspiration and guidance of a master mind of honest 
intentions and remarkable ability in the person of John Edgar 
Thomson, but that changes would have to take place from 
time to time, and what havoc and destruction of values 
might be caused by an incompetent or dishonest President. 


TOO MUCH FOR ONE MAN 


The opinion of the Committee was that the magnitude 
of the Company’s interests had then reached a point where 
it has passed beyond the mental or physical power of one 
man to handle the great number of important questions 
which were ever pressing for decision. The properties then 
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controlled by the Company were located in 11 States, many 
of which were the largest in the Union, and whose laws and 
powers, as they affected corporations, required the most 
devoted attention. Further, there was the necessity for 
developing the traffic to the highest attainable point, so as 
to protect the interests of the stockholders, and furnish the 
public with the greatest facilities at the least cost, all of 
which, it was pointed out, was a duty which no one person 
could satisfactorily perform in justice to himself or the inter- 
ests of the Company. It was felt that the Pennsylvania 
Railroad Company required in its Management men of the 
highest type in their respective professions. It took a long 
time for them to become experienced in the requirements of 
the service, and when once educated they became a source 
of wealth to the Company. Further, it was a great mistake 
to so burden the men with such an amount of duties as 
would exhaust them mentally and physically after a few 
years of service. 

Briefly summed up the views of the Committee were 
that under the organization of the Pennsylvania Railroad 
Company at that time, the Directors’ influence in directing 
the policy of the Company was hardly perceptible, not inten- 
tionally so, but from the very necessities of the case. It 
resulted in placing the control of its immense interests chiefly 
in the hands of the President, which was unjust, unwise and 
imprudent; that the Pennsylvania Railroad Company had 
gotten beyond the ability of one person to properly direct its 
management, and the time had arrived when this important 
matter should be carefully considered. 


REVISED ORGANIZATION 


The first question to be discussed was the basis for a 
revised organization, and it was evident to the Committee 
that the principles upon which it should be founded were:— 


First:—That the stockholders, under the charter of the 
Pennsylvania Railroad Company, were the owners of the 


corporate rights and property, and the original and only 
source of power and authority; 
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Second:—That for the more convenient management of 
their interests, they select a certain number of Directors 
to represent them in directing the affairs of the Company, 
these Directors to be guided in their decisions by the general 
policy laid down and approved from time to time by the 
stockholders; 

Third:—That these executive functions may be most 
successfully used and developed, it was necessary to provide 
in the Board of Directors such a variety of talent, experience 
and character as would make their united opinion approach 
most nearly to a perfect judgment. 

Further, if this were the true conception of the funda- 
mental principles of an organization, it was felt that it plainly 
required for its harmonious working a plan, which, while it 
would keep absolute control of the Company in the hands of 
the stockholders, would also provide for a Board of Directors 
so constituted as to combine the greatest amount of skilled 
knowledge with business experience. 


STOCKHOLDERS’ POWERS 


With these views of the true principles of an organiza- 
tion clearly set forth, the Committee took up the powers 
that should be reserved by the stockholders, which were all 
of a legislative character, involving the determination of the 
general policy of the Company and the assumption of obliga- 
tions, whether in issuing Bonds, leasing railroads, guarantee- 
ing of rentals to other roads, of the interest and principal of 
Bonds, or of the acts of other companies, or the incurring of 
any liability outside the ordinary expenses of conducting the 
operations of the Company, and the approval or acceptance 
of all acts or laws, general or special, affecting the Company. 


DIRECTORS’ POWERS 


The powers of the Directors, in the opinion of the Com- 
mittee, should only be such as would enable them to perform 
those duties, which were embraced under the two general 
headings of the finances and the road, which it was not 
thought necessary to elaborate. However, they being placed 
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in such intimate relations with the detailed workings of the 
road, and studying and watching its growth, development 
and interests, the Committee stated that the Directors should 
be the first to detect its wants, and thus be prepared to 
advise the shareholders, thereby adding to their executive 
functions those of an advisory character. 


PERSONNEL OF BOARD OF DIRECTORS 


The personnel of the Board of Directors was then dis- 
cussed, which, in addition to the President, it was stated, 
should be composed of a sufficient number of men skilled in 
the various branches of the railroad profession, the remaining 
Directors to be men, some possessing a business experience, 
and others with a knowledge of finance, the value of prop- 
erty, the interests of trade, and the needs of the Country. 
The Committee’s recommendations were that the skilled 
members of the Board should be elected by the stockholders 
and be held responsible for their acts in common with other 
Directors; that of the number of Directors to be elected by 
the stockholders, three of them should be professional rail- 
road men and one of financial experience and ability; and 
that of the three trained in railroad practice, one should be 
chosen as President, another charged with the interests of 
the Company West of Pittsburgh, and the third with the 
oversight and care of the roads East of that point. 


RESOLUTIONS OFFERED FOR APPROVAL 

The Committee in concluding its report stated that it 
had endeavored to fully and fearlessly investigate questions 
of policy as to the Company’s relations with other roads, the 
management of its finances, and its organization. It was 
pointed out that the purpose in doing this had been to enable 
the stockholders to form an estimate of the value of the prop- 
erty, of the true policy by which the Company should in the 
future be controlled, and of the character of organization 
which would most successfully manage the interests of the 
stockholders. The Committee submitted a number of reso- 
lutions, which it believed would to a great extent secure the 
desired results. Briefly, they were:— 
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First:—The stockholders, as the source of all authority, 
reserve to themselves the whole legislative power of the cor- 
poration; the acceptance or rejection of all laws of the General 
Assembly of the State of Pennsylvania affecting its property, 
and all other powers as to the assumption of liabilities, either 
in leasing railroads, or guaranteeing the interest or principal 
of Bonds or other obligations of any Company, not hereinafter 
committed to the Board of Directors and officers; 

Second:—tThe stockholders confide to the wisdom and 
discretion of the Directors the executive functions of carrying 
out the policy established by the stockholders from time to 
time for properly managing the interests of the Company. 

Third:—That to enable the Directors to do this more 
perfectly, and to secure the necessary intelligence, independ- 
ence and responsibility in the Board of Directors, the stock- 
holders instruct the Board to procure the passage of a general 
law by the State of Pennsylvania providing for the election 
of Directors by the stockholders of a railroad company, who 
may receive compensation for their services, whenever judicial 
decisions may have so determined the intent and meaning 
of the Seventeenth Article of the new Constitution of the 
State of Pennsylvania (which refers to railroads and canals), 
that it contains nothing prejudicial to the interest of the 
Company, or whenever, for other reasons, it may accept any 
general or special law of the Legislature bringing the Com- 
pany under and subject to the said Seventeenth Article. 
Such law, if obtained, to be submitted to the stockholders 
for their approval at the next following annual meeting. 

Fourth:—That if such an Act is obtained and accepted 
by the stockholders of the Pennsylvania Railroad Company, 
there shall thereafter be selected from among the Directors 
four persons, three of whom shall be skilled in the construc- 
tion and management of railways, and one of distinguished 
reputation for financial experience and skill, one of the three 
so selected to be elected President of the Company. 

Fifth:—That a Committee of seven stockholders shall 
be appointed at every annual meeting who shall nominate, 
after conferring with the President, ten persons for the office 
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of Directors for the ensuing year; that until the passage of 
an Act, as has been described, it shall be the further duty of 
said Committee to select, after conference with the President, 
the proper persons, not exceeding four in number, who shall 
be recommended for election by the Directors as Vice- 
Presidents, and that said Committee publish the names of 
the persons so selected in not less than five daily newspapers 
in Philadelphia for six days previous to the day of election 
of such Directors. 

Sixth:—That the annual report be published in three 
daily newspapers in Philadelphia one week prior to each 
annual meeting, and be a full and complete statement of all 
facts and results of the business of the Company for the year, 
so that the stockholders may form a proper estimate of the 
value of the property and a correct judgment of the ability 
with which their interests had been taken care of by the 
Directors. 

Seventh:—That it shall be the duty of the Board of 
Directors at least annually to recommend to the stock- 
holders the adoption of such policy as in their judgment will 
promote the interests of the Company, with their reasons 
therefor; also estimates for any extraordinary payments or 
expenses to be incurred, and how they shall be financed. 

Eighth:—That at the time of declaring the semi-annual 
dividend, or in the middle of their fiscal year, the Directors 
shall publish a statement showing the operations of the 
Company for the six months’ period, and the amount of net 
revenue applicable to a dividend. 

Ninth:—In order that the credit of the Company may 
be protected, the Directors to be prohibited from incurring 
any floating debt, except to meet, and then only for tem- 
porary use, expenses for improvements, enlargements or bet- 
terments to the Main Line and the railroads of the United 
Companies of New Jersey; and they were also to be pro- 
hibited, except by permission of the stockholders, from loan- 
ing the credit of the Company to other companies, except 
such as may own roads controlled by the Pennsylvania Rail- 
road Company by lease or stock ownership; that all powers 
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heretofore given to the Board so far as they conflict with the 
language or spirit of this resolution to be revoked and 
annulled. 


SECURITIES PLEDGED UNDER CONSOLIDATED MORT- 
GAGE—FUTURE CORPORATE AND FINANCIAL POLICIES 


These nine resolutions were followed by the preamble of 
another set of resolutions, this preamble stating that the 
stockholders of the Pennsylvania Railroad Company were 
convinced that the placing of securities to the value of 
$50,000,000. in the Consolidated Mortgage was unnecessary 
to give perfect security to the Bonds to be issued under that 
Mortgage; that they did not add to the facility of sale, 
nor to the marketable value of such Bonds; that the Mort- 
gage provided for Bonds largely in excess of the prospec- 
tive wants of the Company, and the presence of these securi- 
ties in the Consolidated Mortgage operated as a bar against 
the true policy of the Pennsylvania Railroad Company, viz: 
the reduction of the amount of Bonded indebtedness and the 
payment of the floating debt; therefore, a resolution was 
submitted stating:— 


First:—That the policy of the Company thereafter in its 
relations with other companies controlled by it should be, in 
all cases where it was important to the interests of the Penn- 
sylvania Railroad Company to do so, either to consolidate or 
effect leases on just terms to both parties, giving preference 
to the plan of leasing the roads to be worked at cost, and 
thus relieve its Treasury from the necessity of retaining large 
amounts of securities, which the Company was then com- 
pelled to keep in order to continue control of the roads. 

Second:—That the Directors be instructed to conform 
rigidly to the provisions of the Consolidated Mortgage by 
appropriating the proceeds of such securities as were avail- 
able for sale to the payment of all betterments, improve- 
ments, and real estate purchases, for the benefit of the mort- 
gaged premises. 

Third:—That the Directors should, from time to time, 
sell such available securities as may not be required to pay 
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for betterments, etc., as above, the proceeds thereof to be 
invested in the Bonds of the Company, so that they may be 
cancelled and the remaining securities the sooner released 
_ from the lien of the mortgage. 

Fourth:—That in the opinion of the Committee the 
policy established in the foregoing resolutions would render 
unnecessary any further issue of Bonds under the Consoli- 
dated Mortgage, without first obtaining the approval of the 
stockholders, except the £5,000,000. then arranged to be 
issued, and the Bonds reserved under the Mortgage to pay 
off existing Bonds as they mature. 

The preamble to still another resolution submitted by 
the Committee stated that as the interests of the Pennsylvania 
Railroad Company might be unfavorably affected by the 
presence of other stockholders in the Pennsylvania Com- 
pany, it was, therefore, 

** Resolved, that we recommend to the Directors 
to adopt such measures as will, in their judgment, 
secure to the Pennsylvania Railroad Company the 


absolute and exclusive control of the policy of the 
Pennsylvania Company.” 


VALUE OF CAPITAL STOCK—EARNINGS ON CAPITAL 
INVESTED 

The Committee toward the close of their report give a 
resumé of their investigations, which showed, among other 
things, that the assets of the Pennsylvania Railroad Company, 
as of December 31st, 1873, were worth $118,955,405.08 over 
and above its Bonded and other indebtedness. Deducting 
the amount of Capital Stock issued to that date, there 
remained a surplus value of $50,810,930.08, making each 
share of Stock represent $87.28, excluding any increased 
value in the anthracite coal fields owned by the Pennsylvania 
Railroad Company, and that each mile of single track repre- 
sented a real value of $45,436., while on the books of the 
Company it showed a cost of but $19,728.59. To better 
illustrate the influence of the Pennsylvania Railroad over 
the railways of the United States, it was stated that the rail- 
roads and canals directly controlled by it had a length of 
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5,933.6 miles, or 7.8% of the total railroad mileage of the 
Country, and represented in Capital $398,267,675.22, or a 
little less than 13% of the whole sum invested in railways in 
the United States at that time; that it was encouraging to 
note that the net earnings of all the lines controlled by the 
Pennsylvania Railroad Company, including those in which 
it was directly interested, had averaged 6.39% profit on the 
whole amount of capital. 


PENNSYLVANIA RAILROAD BRINGS PROSPERITY 


In concluding its remarks the Committee stated that 
the Pennsylvania Railroad was wonderfully fulfilling the 
objects for which it was created; that this was borne out by the 
comparatively feeble, doubtful and undeveloped condition of 
the State of Pennsylvania when the road was chartered in 
1846, compared with its powerful and prosperous condition 
at the end of 1873. The Company by its aid to the Western 
Lines had given Pittsburgh, with its great manufacturing 
interests, an impetus and growth, which it would have never 
received had it depended on the waters of the Ohio and other 
adjacent rivers for its means of transportation. The City 
of Philadelphia had received new life and sprung into activity, 
and was rapidly growing from the impulse which the opera- 
tions of the Pennsylvania Railroad had given it, while the 
counties reached by its Main Lines and branches were also 
receiving their full measure of growth and prosperity. 


RETURNS TO STOCKHOLDERS 


With all these benefits conferred on others, the Com- 
pany, it was pointed out, had paid to its stockholders from 
1853 to 1873, a period of 20 years, an average of 9.9%, the 
total dividends from its organization to January lst, 1874, 
having been 234%. The Company then stood stronger than 
at any former period, holding a commanding position with 
respect to rival roads, and the means for the indefinite develop- 
ment and expansion of the inestimable resources with which 
Providence had blessed the State of Pennsylvania, the only 
one in the Union which commanded the connections of the 
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sea, the lakes and the Mississippi River, and possessing 
within her own borders all the elements of material prosperity. 


STOCKHOLDERS’ ACTION ON REPORT 


The resolutions of this Investigating Committee were 
placed before the stockholders at the annual meeting of the 
Company on March 9th, 1875. After some discussion a 
resolution was passed, setting forth that the Board of Direc- 
tors had already carried out many of the suggestions made 
by the Investigating Committee, and it was their intention 
to adopt all of the recommendations that might be found 
of practical value to the Company. The report of the Com- 
mittee, together with the resolutions attached thereto, was 
referred to the incoming Board for that purpose. 


QUARTERLY DIVIDENDS 


Another resolution was adopted at the Annual Meeting 
on March 9th, 1875, providing for the payment of dividends 
quarterly instead of semi-annually, and, as it was found 
legal and practicable to carry this out, the first quarterly 
dividend was paid by the Company in August, 1875. 


ROADS LEASED TO FREDERICK, MD. 


Effective January Ist, 1875, the Pennsylvania Railroad 
Company leased the Frederick & Pennsylvania and the 
Littlestown Railroads. It also leased the Hanover & York 
Railroad, effective July 5th, 1875, the three roads having a 
total length of 5514 miles, and extending the Pennsylvania 
Railroad from York, Pa., to Frederick, Md. They were to 
be operated at cost and compensation for the use of their 
equipment. These roads promised a very satisfactory traffic 
for the Pennsylvania Railroad and Northern Central Rail- 
way, with which latter the Hanover & York Railroad con- 
nected at York, Pa. The three smaller companies were 
later consolidated to form the York, Hanover & Frederick 
Railroad Company. 
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NEW BRIDGE OVER SCHUYLKILL AT WEST 
PHILADELPHIA 

On November 20th, 1875, the Market Street bridge 
- over the Schuylkill River at West Philadelphia, owned by 
the City was destroyed by fire, and the connection with the 
Pennsylvania Railroad east of the river was broken. A 
temporary structure was completed on November 29th, 1875, 
the traffic in the meantime being handled by drays. The 
Pennsylvania Railroad Company was subsequently author- 
ized to construct a new bridge, which was completed on 
December 24th, 1875, the entire work, which included some 
improvement to the Chestnut Street Bridge, being finished 
in 207 working hours. 


FIRST CAR TRUSTS 


To adequately meet the demands of the increased coal 
trade, arrangements were made, through the issuance of Car 
Trusts, by which 2,000 eight-wheel coal cars of 15 tons 
capacity each were placed upon the Pennsylvania Railroad 
during the year 1875 at very low prices. Under this plan 
the interest on the cash cost of the cars was paid out of a 
Car Service Fund, which was made up by an allowance of 
the same rates per ton theretofore allowed other companies 
for the use of their cars in transporting a portion of the coal 
traffic over the Company’s lines. The residue of this fund, 
after payment of interest, was to be applied to extinguish 
the principal within six years, so that not only would the 
Company have the use of the equipment in the interim, but 
would own all of the cars at the expiration of that period 
without adding to its construction and equipment account. 


PAN HANDLE LEASED LINE IN DIFFICULTY 


The Columbus, Chicago & Indiana Central Railway, 
extending from Columbus, O., to Indianapolis, Ind., Chicago, 
and State Line, IIl., a distance of 581 miles, which was leased 
to the Pittsburgh, Cincinnati & St. Louis Railway, effective 
February Ist, 1869, failed to fulfill its obligations thereunder, 
as the result of which the lease was practically terminated. 
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Steps were immediately taken, however, by the latter Com- 
pany to make some adjustment of the financial difficulties of 
the former which would be fair and equitable to all interests, 
and also to arrange for the future operation of its lines west 
of Columbus. 


NEW WEST PHILADELPHIA PASSENGER STATION— 
CENTENNIAL STATION 

The West Philadelphia Passenger Station of the Com- 
pany at 32nd and Market Streets was rebuilt and opened 
for public use on May 6th, 1876, the cost of reconstructing 
it being $240,000. Had it not been for the additional facili- 
ties which the new station afforded, it would have been 
impossible to handle the enormous passenger traffic during 
the Centennial year of 1876. It was believed to be one of 
the most commodious and convenient passenger stations in 
the Country, and was capable of accommodating the opera- 
tion of more trains and traffic within a stated time than 
probably any other railroad station in America at that time. 

In addition to the foregoing, the Company built a large 
passenger station opposite the Centennial Grounds, and made 
important changes in the tracks in the West Philadelphia 
Yards and at the Centennial Station. They were constructed 
in the form of a circle so that there could be continuous 
arrival and departure of trains without delay. It was stated 
that between the period May 10th and November 10th, 1876, 
the permanent station at West Philadelphia and the temporary 
Centennial Station handled 42,603 trains, 268,580 cars and 
4,955,712 passengers. 


CONNECTIONS TO NEW ENGLAND 


During the year 1876 an important connection was 
effected by the Pennsylvania Railroad Company with the 
New England Lines, by which passengers were carried between 
Washington, Baltimore, Philadelphia and Boston without 
change of cars. The arrangement was made by the use on 
the part of the New York and New England Railroad of a 
large transfer steamer, on which the passenger and baggage 
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cars were transferred by water route from Jersey City to 
Harlem Station on the New York, New Haven & Hartford 
Railroad, and thence were run to Boston by rail. 


CREATION OF INSURANCE FUND 


The question of insuring the property of the Pennsyl- 
vania Railroad Company from loss by fire received special 
consideration by the Management in 1876, with the result 
that an arrangement was made whereby it became its own 
insurer, and to cover any losses which might occur, the 
following securities were placed with three Trustees, desig- 
nated ‘“‘ Trustees of the Insurance Fund” :— 


Par Value Cost 
Western Pennsylvania R. R. Co. Bonds......... $280,700. $221,700.00 
Steubenville & Indiana R. R. Co. Bonds........ 51,000. 40,800.00 
Summit Branch R. R. Co. Bonds.............. 20,000. 16,238.91 
Susquehanna Coal Co. Bonds: .....25..2.00005% 260,000. 221,261.09 


$611,700. $500,000.00 


The income from the foregoing securities was about 
$37,000. per annum, which was more than sufficient to meet 
the average losses occurring during the year. While these 
securities had cost the Company $500,000., this sum was 
reduced on its books to the nominal amount of $10,000. by 
charging the difference to Profit & Loss. 


REDUCTION IN WAGES 


In consequence of the continued depression in all indus- 
tries of the Country, causing a material falling off in the 
revenues of the Pennsylvania Railroad Company and its 
affiliated lines, a reduction of 10% was made in the wages 
paid to all its officers and employes, effective as of June Ist, 
1877. It was thought at that time that the lower wage scale 
would not be permanent, and that with a revival in business 
the Company would be able to restore the previous wage 
standards. 

PITTSBURGH RIOTS 

As bearing on the general question of labor and the 

effects of the reduced wages and depressed conditions exist- 
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ing at that time, it is interesting to read the following remarks 
of President Scott in the Thirty-first Annual Report of the 
Company, with respect to the riots in Pittsburgh and vicinity 
in the Summer of 1877:— 


“Your attention has already been directed in 
this report to the outbreak at Pittsburgh on July 19th, 
causing the entire suspension of the freight traffic at 
that point for a period of ten days; in addition to the 
great loss of revenue thereby sustained by the Com- 
pany, millions of dollars worth of valuable property 
were totally destroyed by fire. As soon as the trouble 
began the authorities of the City of Pittsburgh were 
notified, and their aid invoked to suppress the dis- 
turbance. Their efforts proving unsuccessful, the 
Sheriff of Allegheny County, in accordance with law, 
made a requisition upon the Governor of the State 
for a military force, which was promptly furnished. 
In endeavoring to restore order a collision occurred 
between the troops and the mob on the afternoon of 
July 21st, in which several of the soldiers and a number 
of the rioters were killed and wounded. The rioters 
were then joined by large numbers from the various 
manufactories and mines in the City of Pittsburgh and 
vicinity, and further reinforced by the idle and vicious 
classes, which exist in all large communities, and which 
were attracted to the spot by the opportunity offered 
for plunder and pillage. On the night of July 21st-22nd 
the terrible destruction of property occurred, which 
is particularly stated hereinafter, and the movement 
of freight trains through Pittsburgh was entirely pre- 
vented. This state of things continued practically 
until the night of the 28th of July. During the interval 
Governor Hartranft having reached the City, assumed 
command of the State troops, which had been reinforced 
by detachments of United States regulars and marines 
forwarded by the General Government on the Gover- 
nor’s requisition. The Governor at once inaugurated 
the most energetic measures for the restoration of 
peace and order, and arrangements were made through 
which the freight traffic of the road was resumed on 
the following morning, and many of the ringleaders 
in the later disturbance were promptly arrested by 
the civil authorities. By that time the citizens of Pitts- 
burgh, appreciating the responsibility resting upon 
them, had taken measures to strengthen the hands of 
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the civil authorities; to enforce the law and restore 
order, and thus enable the public to resume their busi- 
ness without further molestation.” 

““A large force was immediately oe to work to 
remove the debris of engines, cars, tracks and build- 
ings, which covered the ground from Washington Street 
to Thirty-third Street, between which points the Com- 
pany had lost all its shops, engine-houses, offices, depots 
and all other property capable of being destroyed by 
fire, including the Union Depot and Hotel; in short, 
every one of the 39 buildings owned by it except the 
oil house on 28th Street. In this destruction were 
included 104 locomotives, 46 passenger cars and 506 
freight cars, the whole loss aggregating about $2,000,000. 
In addition thereto the actual revenue lost by the Com- 
pany through this stoppage of its traffic, is estimated 
at $1,000,000. and the value of the merchandise in 
transit destroyed at from $1,000,000. to $1,500,000. 
In addition to the above, 20 passenger and 861 freight 
cars, together with their contents, and valuable build- 
ings belonging to your Western Lines were destroyed, 
and a large amount of property belonging to outside 
companies and individuals, including the large grain 
elevator at Pittsburgh; so that the entire loss will 
probably exceed $5,000,000.” 

‘In accordance with the laws of Pennsylvania, 
suits are being instituted against the County of Al- 
legheny to recover the damages thus sustained by 
your Company and by other Companies and individ- 
uals, and no doubt is entertained that the amounts 
found to be due will be recovered. Pending the settle- 
ment of these claims your Board has not deemed it 
expedient to reduce on your books the value of the 
property destroyed.” 

‘* The same spirit of revolt which prevailed at 
Pittsburgh existed also at Derry, Johnstown, Altoona, 
Harrisburg, Columbia and Philadelphia, and at Erie 
and other points, but no property was destroyed or 
violence committed at any of those places.” 


TWO QUARTERLY DIVIDENDS OMITTED 


As the result of these disturbances the earning capacity 
of the Company was temporarily impaired, although it earned 
over 6% on its Capital Stock in 1877. Cash dividends 
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amounting to 31%4% had already been paid in this year, 
and it was, therefore, deemed advisable not to pay the usual 
quarterly cash dividends in August and November. 


COMPLETION OF COLUMBIA & PORT DEPOSIT RAILROAD 


On July 1st, 1877, the Columbia & Port Deposit Rail- 
road, extending from Columbia, Pa., to Port Deposit, Md., 
a distance of 39.8 miles, was completed and opened for 
traffic, it being operated as part of the Philadelphia Division 
at that time. 


PURCHASE OF “EMPIRE LINE” AND “GREEN LINE” 


On October 17th, 1877, the Pennsylvania Railroad Com- 
pany purchased the entire equipment, property and franchise 
rights of the Empire Transportation Company, it paying the 
latter Company $1,650,000. in Car Trust Certificates for 3,406 
freight cars, and $900,000. of the same character of security 
for 1,308 oil carrying cars, the principal of both issues being 
due in ten and eight years, respectively. The Pennsylvania 
Railroad. Company also purchased all of the pier and depot 
property, shops, offices and material for repair and construc- 
tion of cars belonging to the Empire Transportation Com- 
pany, for the sum of $450,000., which was paid for in securi- 
ties owned by the Pennsylvania Railroad Company, making 
a total of $3,000,000. for the entire property and equipment 
of the Transportation Company. It was believed that this 
acquisition would be productive of beneficial results, and 
that the revenue therefrom would pay for the equipment 
within the time specified in the obligations issued by the 
Company therefor. With this purchase, which also included 
the equipment and property of what was known as the 
“‘Green Line,” there were no fast freight lines operated on 
the Lines of the Pennsylvania Railroad not controlled by it. 


CONNECTION BETWEEN MAIN LINE AND PITTSBURGH, 
VIRGINIA & CHARLESTON RAILWAY COMPLETED 


The Port Perry Branch connecting the Main Line of the 
Pennsylvania Railroad near Brinton’s station with the Pitts- 


THE PENNSYLVANIA RAILROAD COMPANY 179 


burgh, Virginia & Charleston Railway was laid with double 
track steel rails from the junction point to the north end of 
the bridge over the Monongahela River at Port Perry, and 
the connection completed on November 15th, 1877. 


ROCKVILLE BRIDGE COMPLETED 


The double track iron bridge, 3,680 feet in length, across 
the Susquehanna River at Rockville was completed on 
December Ist, 1877. By the construction of a little more 
than a mile of second track on this bridge and its approaches, 
there was made available an entire double track line between 
Pittsburgh and New York. 


OPERATIONS OF AMERICAN STEAMSHIP COMPANY 


The Annual Report for 1877 states that the business of 
the American Steamship Company, in which the Pennsyl- 
vania Railroad Company was largely interested, had suffered 
from the depression which had affected all Trans-Atlantic 
traffic. The steamers, it was stated, had been maintained 
in excellent condition; their trips had been made with great 
regularity and with entire freedom from casualty, and that 
they were held in high esteem by the traveling public. 


PLAN TO PURCHASE GUARANTEED SECURITIES 


The Management of the Company had been considering 
the subject of purchasing over a period of years its guaranteed 
securities, consisting of the Stocks and Bonds of leased lines 
and the bonded indebtedness of the Pennsylvania Company, 
sojas to reduce its annual liability to pay dividends and 
interest thereon. On December 31st, 1877, the par value of 
these guaranteed securities amounted to slightly more than 
$180,500,000., on which the Company was paying an aver- 
age annual guaranteed return of 7.4%, or approximately 
$13,400,000. It was felt that if these securities could be 
purchased from time to time, it would not only give them 
greater freedom from market fluctuations, but that the annual 
liability to pay interest and dividends on them would be 
substantially reduced. Therefore, the following plan, referred 
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to in the annual report of 1877, was given consideration, 
through which it was believed the best interests of the stock- 
holders would be permanently protected and promoted, viz: 
That there should be appropriated from the net earnings of 
the Company the sum of $100,000. per month commencing 
May Ist, 1878, which was to be deposited in a satisfactory 
Trust Company in Philadelphia, and competent and respon- 
sible stockholders appointed as Trustees of this fund. The 
Trust was to have for its object the purchase from time to 
time of the Bonds and Stocks of other companies, which were 
guaranteed by the Pennsylvania Railroad Company, and also 
Bonds issued by the Pennsylvania Company for which no 
provision had been made for their retirement. 

For the amount of $1,200,000. per: annum so appro- 
priated from the net earnings to the Trust, plus such portion 
of the sum that was expended annually for construction 
and equipment purposes as would complete the amount of 
$1,377,404., which was equivalent to 2% per annum upon 
the Capital Stock, the shareholders were to receive annually 
scrip equivalent to a dividend of $1. per share (there being 
1,377,404 shares then outstanding), redeemable at the option 
of the Company, bearing interest at 4% per annum, payable 
semi-annually, and in addition thereto, the balance of the 
net earnings in cash. 

The income of the Trust to be applied:— 


1. To the necessary expenses of the Trust; 

2. To the payment of interest upon the scrip so 
issued to the shareholders, and 

3. To the purchase from time to time of the out- 
sepane guaranteed and other obligations as before 
stated. 


FINANCIAL RESULT TO COMPANY AND STOCKHOLDERS 


Under this plan the ultimate result would be the prac- 
tical ownership of all the leased lines or their assets and 
the control of the Company’s guaranteed liabilities. As 
the scrip or debenture proposed to be issued bearing 4% 
interest would be redeemable at the option of the Company, 
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it would be released from the necessity of raising large sums 
of money to meet maturing indebtedness. If this plan were 
further continued, after the liabilities referred to had been 
reduced, the Company could also follow the same course 
with its own Bonded debt, and if this were done it would 
then be enabled, by the same or even a less contribution 
to the fund, to pay off the scrip indebtedness which it had 
created. The final result would be that all of the prop- 
erty of the Company would be held by it practically free 
from Bonded debt and liabilities, and would embrace 3,912 
miles of well equipped railroad and 408 miles of canal, con- 
trolling a large traffic, upon which it could always earn 
reliable dividends. It was felt that the Company would be 
greatly relieved through the operations of the Trust, and 
the net earnings over the 2% represented by the scrip could 
be devoted each six months to the payment of cash dividends 
to the stockholders. 

The form of security which it was proposed to give to 
the shareholders was very similar to that which had been 
created by many of the English railways as a representation 
of capital, and was known as a terminable debenture and 
considered a satisfactory security. 


RESOLUTION TO MAKE PLAN EFFECTIVE 


To carry out the foregoing arrangement the following 
resolution was submitted to the stockholders with the annual 
report for 1877, for their favorable action:— 


‘‘Resolved, that the creation of a Trust having 
for its object the purchase from time to time of the 
bonds and shares of other companies, which are guaran- 
teed by the Pennsylvania Railroad Company, and also 
of the bonded debt of the Pennsylvania Company, be, 
and it is, hereby approved; and that the incoming 
Board of Directors be, and they are, hereby instructed 
and authorized to take such action under the advice 
of counsel, as may, in their judgment, be lawful, neces- 
sary and best adapted to create such Trust and to ac- 
complish the objects for which it is designed.” 
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The resolution was discussed at some length at the 
annual meeting of the Company on March 12th, 1878, and 
a Committee of seven stockholders appointed to consider 
the same and report at an adjourned annual meeting on 
March 25th, 1878. Six members of this Committee reported 
in favor of the proposed resolution and the other member 
presented a minority report. The latter, while approving the 
general principles of the Trust, deferred final action thereon 
until the next annual meeting of the stockholders in 1879, 
and required the names of the Trustees, together with the 
probable annual cost of the Trust, to be submitted at that 
time for their approval or rejection. Both reports were 
submitted at the adjourned annual meeting, and it was 
decided to have the stockholders vote for either the majority 
or minority reports at the annual election on March 26th, 
1878, which resulted in the approval of the majority report. 


CREATION OF TRUST OF OCTOBER 9TH, 1878 


A Trust was, therefore, created on October 9th, 1878, 
having for its object the purchase from time to time of 
Bonds and Stocks of other Companies, the principal, interest, 
or dividend upon which were guaranteed by the Pennsylvania 
Railroad Company, and also of the bonded debt of the Penn- 
sylvania Company. The monthly payment was reduced to 
$50,000., and as the issuance of scrip to the stockholders to 
represent the sums paid into the Trust was deemed of doubt- 
ful legality, the plan of the Trust as finally approved made 
no provision for issuing this scrip. The more important 
terms of the resolution creating the Trust were as follows:— 


1. Beginning with the first Monday of November, 1878, 
and the same day of each month thereafter, $50,000. shall 
be set apart, together with such other sums as may be appro- 
priated by the Company for the same purpose, and placed 
to the credit of the Managers of this Trust; 

2. The Management may set aside such additional sums, 
after the payment of dividends, as the Company’s business 
will warrant, to be placed in the said Trust, but no appro- 
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priation shall be made during any year that will, with the 
monthly payments hereinbefore provided for during the same 
year, exceed 2% upon the Capital Stock of the Company then 
outstanding; 

3. Trust funds to be under control of five Managers, 
consisting of the President of the Company, a Vice-President 
and three members of the Board of Directors. 

4. Managers of Trust to be governed by instructions of 
Board of Directors as to temporary investments in other 
securities when those contemplated by terms of Trust cannot 
be purchased at what are regarded as proper prices; such 
securities temporarily purchased to be held only until those 
covered by terms of Trust can be acquired at reasonable 
prices. 


DANVILLE, HAZLETON & WILKES-BARRE RAILROAD 
COMPANY REORGANIZED 

On March 20th, 1878, the Danville, Hazleton & Wilkes- 
Barre Railroad, extending from Sunbury to Tomhicken, Pa., 
a distance of about 44 miles, and operated at cost under 
lease to the Pennsylvania Railroad, was sold out under fore- 
closure proceedings, and reorganized on May 3lst, 1878, 
under the name of the Sunbury, Hazleton & Wilkes-Barre 
Railway Company. The road was again leased to the Penn- 
sylvania Railroad Company for 50 years from May Ist, 1878, 
and operated as a branch of the Philadelphia & Erie Railroad. 


CONTROL OF ROAD BETWEEN TOLEDO JUNCTION AND 
TOLEDO, O. 

In order to settle the controversy with the City of 
Toledo with respect to the lease and ownership of the Toledo 
& Woodville Railroad, extending from Toledo to Woodville, 
O., a distance of 18 miles, the Northwestern Ohio Railway 
Company (owned exclusively by the Pennsylvania Com- 
pany) purchased the interest of the City of Toledo in that 
railroad for $225,000. The Northwestern Ohio Railway Com- 
pany had previously acquired the Toledo, Tiffin & Eastern 
Railroad and the Mansfield, Cold Water & Lake Michigan 
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Railroad, which extended from Toledo Junction to Wood- 
ville. This completed under one organization a first class 
railroad about 79 miles in length running from Toledo Junc- 
tion (on the Pittsburgh, Ft. Wayne & Chicago Railway) to 
Toledo, O. 


RESUMPTION OF CASH DIVIDENDS ON SEMI-ANNUAL 
BASIS 

The payment of cash dividends was resumed by the 
Pennsylvania Railroad Company in November, 1878, at 
which time 2% was paid. The previous action of the Manage- 
ment providing for the payment of quarterly dividends was 
also rescinded, and future dividends were to be paid semi- 
annually in the months of May and November. The last 
dividend had been paid in May, 1877, the failure to make 
any payments during the interim being due to the serious 
losses of the Company in the Pittsburgh riots and the great 
falling off in the business of the Country. The outlook in 
the latter part of 1878 was much brighter and the Manage- 
ment felt assured that the strong financial position of the 
Company warranted the resumption of dividends. 


PURCHASE OF PENNSYLVANIA RAILROAD COMPANY STOCK 
FROM CITY OF PHILADELPHIA 

It was deemed advisable in 1879 for the Pennsylvania 
Railroad Company to purchase at par 59,149 shares of its 
Capital Stock from the Commissioners of the Sinking Fund 
of the City of Philadelphia, involving an outlay of $2,957,450., 
rather than to have this large amount of stock fall into the 
hands of interests which might be unfriendly to the Manage- 
ment of the Company. Reference is made later to the dis- 
tribution of practically all of this Stock to the shareholders. 


CLAIMS AGAINST ALLEGHENY COUNTY SETTLED 


The claims against the County of Allegheny, growing out 
of the Pittsburgh riots of 1877 were compromised in 1879 
and the sum of $1,600,000. was received by the Pennsy]l- 
vania Railroad Company in full settlement of the loss incurred 
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by it in the destruction of property in that County. The 
claims of shippers and other corporations against the County 
were adjusted on practically the same basis as that agreed 
upon with the Pennsylvania Railroad Company. _ 


LEASE OF PENNSYLVANIA & DELAWARE RAILWAY CAN- 
CELLED—POMEROY & NEWARK RAILROAD COMPANY 
FORMED 

The Pennsylvania & Delaware Railway, extending from 

Pomeroy, on the Main Line of the Pennsylvania Railroad, 

to Newark, Del., a distance of 38.6 miles, being unable to 

meet its operating expenses, the lease of that road was can- 
celled in 1879. The road was foreclosed under its mortgage 
and that portion of the line in Pennsylvania extending from 

Pomeroy to the Delaware State Line, was organized as the 

Pomeroy & State Line Railroad Company. The section of 

the road in the State of Delaware became known as the 

Newark & Delaware City Railroad Company. On October 

29th, 1881, the latter Company sold that part of its line from 

a point near Newark, Del., to Delaware City, Del., a dis- 

tance of 11.8 miles to the Philadelphia, Wilmington & Balti- 

more Railroad Company. Effective December 29th, 1881, 

the Pomeroy & State Line Railroad and the Newark & 

Delaware City Railroad Companies were consolidated to 

form the Pomeroy & Newark Railroad Company. It ex- 

tended from Pomeroy, Pa., to Newark, Del., a distance of 

26.8 miles and its entire capital stock was owned by the 

Pennsylvania Railroad Company. 


FORMATION OF FREEHOLD & JAMESBURG AGRICULTURAL 
RAILROAD COMPANY 

As it was found desirable to place under one organiza- 
tion the railroad to Sea Girt and other northern New Jersey 
seacoast resorts, the Freehold & Jamesburg Agricultural 
Railroad Company, the Squankum & Freehold Marl Com- 
pany and the Farmingdale & Squan Village Railroad Com- 
pany were consolidated, effective May 21st, 1879, into the 
Freehold & Jamesburg Agricultural Railroad Company. A 
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consolidated mortgage for $578,000. was authorized for the 
purpose of retiring the outstanding bonds and improving the 
property. 
BRANCH FROM WEST CHESTER TO MALVERN 
PURCHASED 

In order to give the Pennsylvania Railroad a proper connec- 
tion with West Chester, Pa., it purchased in 1879 the West 
Chester Railroad. This road extended from West Chester 
to the Main Line of the Pennsylvania Railroad at Malvern, 
a distance of about 9 miles. It was later found necessary to 
make considerable change in the alignment of the road, and to 
provide the connection with the Main Line at Frazer, three 
miles west of Malvern. é' 

PROPOSED EXTENSION FROM WEST PHILADELPHIA 
TO CIVIC CENTRE OF CITY 

Owing to the great necessity of providing enlarged pass- 
enger and other facilities for the Company in Philadelphia, to 
accommodate its increased traffic, the Management had been 
considering for several years the question of extending the 
Pennsylvania Railroad from West Philadelphia to the civic 
centre of the City. After careful investigation and considera- 
tion of the matter, it was decided in 1879 to establish a 
passenger station near the new public buildings at Broad and 
Market Streets, and extend the road to that point. In 
order to avoid the obstruction of traffic upon the streets 
crossed by the proposed new line, it was necessary to con- 
struct the extension above grade and to build a bridge across 
the Schuylkill River. It was also proposed to utilize the 
space under the tracks for the storage of coal, lime and other 
bulky products, and in this way to furnish additional terminal 
accommodations for the increased business of the Company. 
The entire cost of the improvements, including the purchase 
of real estate, freight and passenger depots and other facili- 
ties connected therewith, was estimated at $3,000,000. 


PROPOSED EXTENSION TO BETHLEHEM, PA. 


Another question of importance was also receiving the 
attention of the Management in 1879, although no definite 
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action was taken, namely, the construction, in connection 
with the Lehigh Valley Railroad, of a road from a point on 
the Connecting Railway at or near Ridge Avenue Station 
in Philadelphia, by way of Germantown, Chestnut Hill, 
Conshohocken and Norristown, to Bethlehem. It was stated 
that if the owners of the property along the proposed line 
would grant the required right of way and depot grounds, 
and the communities to be benefited by its construction 
would give proper facilities for passing through their limits, 
the road could be made an important avenue of transpor- 
tation both to them and to the City of Philadelphia. By 
the construction of this new line, the manufacturing and 
commercial interests in Philadelphia would have access to 
the valuable coal fields in the Lehigh and Wyoming regions, 
and, through the action of the Lehigh Valley Railroad and 
its connecting lines, be able to get their anthracite coal at 
prices not exceeding those charged in New York City, or 
other competitive points east of that City. It was proposed 
to use the depot and other property of the Lehigh Valley 
Railroad Company for handling the freight business in 
Bethlehem, the Pennsylvania Railroad merely furnishing the 
track facilities to and from the same. 


FURTHER EXTENSIONS OF SOUTH WEST PENNSYLVANIA 
RAILWAY 


Several extensions of the South West Pennsylvania Rail- 
way were constructed from Connellsville southward, and in 
July, 1880, it was extended to Fairchance, Pa., a distance of 
about 48 miles from Greensburg, Pa. 


NEWPORT AND CINCINNATI BRIDGE 


The Newport and Cincinnati Bridge, crossing the Ohio 
River at Cincinnati, being closely connected with the opera- 
tions of the Western Lines and coming especially under the 
supervision of their officers, it was deemed best that the 
Stock held by the Pennsylvania Railroad Company in the 
Bridge Company should be transferred to the Pennsylvania 
Company. This was accordingly done in 1880, and there 
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was received in payment therefor $1,000,000., par value, of 
Stock of the Pennsylvania Company. 


PENNSYLVANIA COMPANY STOCK 


During the year 1880, the Pennsylvania Railroad Com- 
pany had purchased the few remaining shares of Common 
Stock of the Pennsylvania Company in the hands of the 
public. This gave it ownership of the entire Capital Stock, 
both Common and Preferred, and as it was deemed unnec- 
essary to continue the distinction between the two classes of 
Stock, the Preferred was merged into the Common. The 
total outstanding Common Capital Stock on December 31st, 
1880, amounted to $12,000,000. 


SCRIP AND CASH DIVIDENDS 


Instead of paying the usual semi-annual dividend in 
cash in May, 1880, the Pennsylvania Railroad Company 
declared a 3% dividend payable in scrip, which was redeem- 
able in cash or convertible into Stock when presented in 
sums of $50., and represented a distribution to the share- 
holders of a large part of the 59,149 shares of its Stock pur- 
chased from the City of Philadelphia on December 4th, 1879, 
at par. In November of that year (1880), a dividend of 3% 
in cash was paid, and an additional 1% payable in scrip, 
redeemable in cash, or convertible into the remaining Stock 
acquired from the City. 


MANAGEMENT WARNS PUBLIC 


While at the close of 1880 the earnings of the Pennsy]l- 
vania Railroad Company had reached the highest mark in 
the history of the Company, the Management sounded a 
warning by stating that the prosperity of the Country, com- 
bined with the cheap rates for borrowing money, was induc- 
ing capital to promote wild railway schemes which were 
sure to bring loss to their owners and place an additional 
burden upon the public. The remarks were continued by 
stating that— 
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“It is, therefore, proper that all railway com- 
panies, like your own, whose shares are so largely and 
widely distributed, (as an evidence of which we may 
state that the number of shareholders on your books 
at the last dividend period was about 13,000), and 
often held by those mainly dependent upon their divi- 
dends, should so manage their affairs as not to depend 
too strongly upon this seeming prosperity. which must 
undoubtedly be followed by adverse seasons. Your 
Management have, therefore, deemed it wise to so 
conduct the affairs of your Company that while it 
returns what may be regarded as a reasonable, if not 
a large, dividend to its shareholders, a proper reserve 
shall be held to provide against these periods of de- 
pression, so that a uniformity can be maintained in 
its dividends, and your properties at the same time 
kept up to that full standard of efficiency essential to 
enable it to meet successfully the schemes of irrespon- 
sible competition. It may be noted here that of the 
59,149 shares of your stock bought from the City of 
Philadelphia, and held in trust 47,470 shares have been 
distributed to the shareholders on account of the divi- 
dends declared in May and November last (1880), the 
premium upon which, added to the cash dividends 
then paid, makes an aggregate for the past year of 
nearly 8%. Special allusion is made to this matter 
from the fact that grave exception has been taken by 
some of the shareholders to the policy of not dividing 
at each dividend period the entire net receipts of the 
Company, the latter being the policy that obtains so 
strongly in England, where a considerable portion of 
your shares is held, but which in this Country has 
never been pursued without weakening a railway com- 
pany and entailing upon it the necessity of periodical 
reductions, if not a suspension of its dividends. It is 
believed by your Management that if this policy were 
to be applied in this Country, and especially by the 
Pennsylvania Railroad Company, whose interests are so 
widely diversified, it could but result in diminishing its 
efficiency, and eventually returning less dividends to its 
shareholders. It may be proper at this point to correct 
the impression, prevailing more strongly abroad than 
in this Country, that the revenues of your Company, 
to an unreasonable extent, are devoted to new con- 
struction work, and such outlays charged to expenses. 
This the shareholders may be assured is not the fact. 
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The cost of all new construction work not properly 
chargeable to the Expense account is each year added 
to your Capital Account, the funds for this purpose, 
for the past 2 years, having been obtained largely by 
the sale of such securities owned by the Company as 
it was deemed wise to dispose of.” 


RESIGNATION AND DEATH OF PRESIDENT SCOTT 


On May Ist, 1880, President Scott, upon the advice of 
his physician and after 30 years of service with the Penn- 
sylvania Railroad Company, tendered his resignation in order 
to obtain the necessary rest and relaxation for the restoration 
of his health. It was regretfully accepted, effective June lst, 
1880. Unfortunately, however, the hope that relief from 
official cares and responsibilities would restore his health and 
vigor was not realized, and he died at his home on May 
21st, 1881. 

The following Minute was adopted by the Board of 
Directors of the Company on May 25th, 1881, in record- 
ing his death:— 


‘With profound sorrow the Directors of this Com- 
pany record upon the minutes the death of Thomas A. 
Scott, which occurred at his country residence on Satur- 
day evening, 21st instant. A little more than a year 
ago the hope of regaining his failing health constrained 
him to relinquish his official position, and we then ex- 
pressed the deep regret felt in recognizing the necessity 
for his action, and trusted that prolonged life would 
follow a cessation from his labors. But we are now 
called to mourn his death, and we feel that the many 
years devoted to the service of this Company, the in- 
separable connection of his name with its progress, its 
trials, and its successes, require that fitting recognition 
be made of the close of his marvelously active life. We 
can not here chronicle all that he did; history must do 
that. The influence of that life will long be felt, not 
only on the future of this Company, but of the State 
and Nation. For the latter he accomplished, in what 
were but episodes in his employments, labors which 
might well have occupied the whole lives of ordinary 
men. Looking back upon the scenes in which we have 
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known him and upon the fruits of his labors, with our 
tears over his grave we mingle our thanks that he has 
lived. 

To his family we can but express the hope that the 
sad event which is now to them a bitter anguish may 
in the fulness of time become a chastened sorrow, softened 
by the recollections of his greatness, his goodness, and by 
the contemplation of the works of usefulness and benevo- 
lence in which he has borne so distinguished a part. We 
pass no formal resolves, but express this as our united 
tribute to the memory of him whom we loved as a friend 
and honored as an officer, and direct that it be placed 
upon the minutes of the proceedings of this day, and be 
certified to his family.” 


STATISTICAL DATA 


The following operating and traffic statistics, and finan- 
cial statements will indicate the progress made by the Com- 
pany during his Administration, in the greater part of which 
he was unfortunately handicapped by the financial and 
industrial depression, following the panic of 1873, and the 
serious losses incurred through the labor troubles in the 
year 1877:— 
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DIRECTORS 


The following is a list of the Directors who served dur- 
ing President Scott’s Administration, together with the dates 
of their election and the end of their service:— 


Name of Director 


Elected 


Josiah Bacon... cece ak 2 March 3, 1856, 
Wistar Morris sic cieteaiersiciy teach January 29, 1858, 
John M. Kennedy........... February 8, 1860, 

Oe Pi See. hoa att April 6, 1864, 

SOT ae ie 2 tne ein aa April 4, 1866, 
Thomas -Ajiscottansten .a« sete March 21, 1860, 
William Anspach............ March 4, 1867, 
G. Morrison Coates.......... 3 
George B. Roberts........... May 3, 1869, 
Alexander M. Fox........... March 6, 1871, 
JON Scotties noah exigent sian se November 2, 1872, 


Alexander J. Derbyshire. ..... 
Samuel M. Felton............ 
Henry M. Phillips............ 
N. Parker Shortridge......... 
Alexander Biddle............ 
Edmund Smiths os. «. ae hse. 


Henry Ds Welshiiics os oes oe 
John Price Wetherill......... 
William L. Elkins............ 
James McManus..........-.. 


December 2, 1850, 
February 26, 1873, 


March 24, 1874, 
“ec 
“ce 


May 3, 1869, 
August 1, 1874, 
July 1, 1874, 
September 12, 1883, 
March 26, 1878, 


March 27, 1878, 
March 25, 1879, 
March 23, 1880, 


End of Service 
February 3, 1881; 
March 23, 1891; 
March 2, 1863; 
March 5, 1866; 
February 25, 1880; 
June 1, 1880; 
March 25, 1879; 
March 26, 1878; 
January 30, 1897; 
October 6, 1907; 
March 26, 1878; 
February 5, 1855; 
March 26, 1878; 
September 12, 1883; 
August 28, 1884; 
January 3, 1915; 
May 2, 1899; 
March 1, 1873; 
June 30, 1888; 
October 1, 1882; 
December 28, 1906; 
November 9, 1887; 
December 19, 1896; 
September 17, 1888; 
November 7, 1903; 
March 22, 1881. 


GEORGE BROOKE ROBERTS 
Fifth President—June Ist, 1880, to January 30th, 1897, 
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GEORGE BROOKE ROBERTS 
FIFTH PRESIDENT, 1880-1897 


N June Ist, 1880, George Brooke Roberts was elected 
President to succeed Thomas A. Scott. President 
Roberts was born on January 15th, 1833, on ‘“‘Pencoed 

Farm” (now Bala), Montgomery County, Pennsylvania. He 
was educated in the schools of the neighborhood and later 
took a technical course in the Renssalaer Institute at Troy, 
N. Y., from which he was graduated in 1849. In 1851 at the 
age of 18 he began his railroad career as a rodman on an 
engineering corps engaged in constructing the Mountain Divi- 
sion of the Pennsylvania Railroad, and one year later was 
appointed Assistant Engineer on the Sunbury & Erie Rail- 
road, later reorganized as the Philadelphia & Erie Railroad 
Company. From that time on he was actively engaged in 
the construction of numerous roads, including the Sunbury & 
Erie Railroad, the North Pennsylvania Railroad, the Allen- 
town & Auburn Railroad, the Mahanoy & Broad Mountain 
Railroad, the West Jersey Railroad and others, many of which 
he completed as Chief Engineer. In 1862 he re-entered the 
service of the Pennsylvania Railroad Company as Assistant 
to John Edgar Thomson, who was then President. Seven 
years later he was made Fourth Vice-President, then Second 
Vice-President, and when Thomas A. Scott became President 
in 1874, he was elected First Vice-President, which position 
he held at the time of his election to the Presidency. 

His familiarity with all questions pertaining to the 
engineering features of the construction, extension and 
improvement work on the Company’s lines, together with 
the knowledge and experience gained from the general super- 
vision of the leased and controlled roads of the Pennsylvania 
Railroad System and their accounting features, enabled him 
to render valuable services to the Company in the direction 


of its affairs. 
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ACQUISITION OF PHILADELPHIA, WILMINGTON & 
BALTIMORE RAILROAD 

At the annual meeting of the Company on March 8th, 
1881, President Roberts stated that as it had been learned 
that the Philadelphia, Wilmington & Baltimore Railroad was 
about to pass into the hands of parties whose interests were 
antagonistic to those of the Pennsylvania Railroad Com- 
pany, the Management was satisfied that the interests of 
the stockholders of the Pennsylvania Railroad Company 
required that this road should be controlled by it. The 
Philadelphia, Wilmington & Baltimore Railroad had the 
following mileage:— 


Main Line: 


Philadelphia to’ Baltimore: (2.4 ....5.0< 040 95° miles 
Philadelphia & Baltimore Central Railroad, 

extending from West Philadelphia to West 

Chester, and from junction near Lenni to 


Octoraro Junction, Md., a distance of.... 46 eS 
New Castle & Wilmington Railroad, Dela- 
ware Junction to New Castle, Del........ 5 ai 


New Castle & Frenchtown Railroad, New 

Castle, Del., to Junction with Delaware 

Railraad 5.33; Gee ona ee eee a ae 
Delaware Railroad, Junction with New 

Castle & Frenchtown Railroad to Delmar, 


Del Sts Chee ee ee Lee 84 “ 
Queen Anne & Kent Railroad, Massey’s to 

Centreville" Mdivn.cs ee eee ee ae ea 26 ae 

‘Lotal Main Dine). cee teak os «bie tice Blais oie 263 miles 
Branches: 
Southwark Railroad, Washington Avenue, 

Philadelphia, to Delaware River......... 1.37 miles 
Newark & Delaware City Railroad, Newark 

to Delaware City. (Mth. coma 12:56 
Port Deposit Branch, Perrysville to Port 

Deposit, Md).... 7 ordivienms wae eee mee SBE poe 
Chester Creek Branch, Lamokin to Lenni, 

Mears sc isn xa b 2 0 ei en oe eee ee eee 714 oe 
West: Chester Branch. :).63 2505 26 cae oe 26:08" *: 
Townsend Branch, Townsend, Del., to 

IMeSSe yey VLA. «1.305 SRE ate tela eneee 0.15 


Clayton Branch, Clayton to Smyrna, Del... 1.27 “ 
Seaford Branch, Seaford to Oak Grove, Del. 5.72 “ 


Total Main Line and Branches about............ 330 miles 
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STOCKHOLDERS APPROVE 


Accordingly a contract was concluded on behalf of the 
Pennsylvania Railroad Company with a Committee repre- 
senting the owners of a majority of the Stock of the Phila- 
delphia, Wilmington & Baltimore Railroad Company for the 
purchase of not less than 92,000 shares, and any additional 
amount that might be presented before April Ist, 1881, pay- 
ment to be made therefor on July Ist, 1881. While the 
Board of Directors were authorized by the Charter to make 
this contract, it was deemed desirable to report the matter 
to the stockholders and secure their approval, and also to 
obtain authority for the issuance of additional Capital Stock 
to provide the means of paying for the newly acquired Stock 
ownership. The stockholders unanimously approved of the 
purchase and authorized the issuance of 400,000 shares 
additional of Pennsylvania Railroad Company Stock to 
finance in part its cost. 


METHOD OF PAYMENT 


Under the purchase contract there were acquired 217,819 
shares out of a total of 235,901 then outstanding. The funds 
for this purpose were provided in part through the sale at 
par to the stockholders of 176,000 shares of Capital Stock 
of the Pennsylvania Railroad Company, and the balance 
through the sale of $10,000,000. of Trust Certificates, dated 
July 1st, 1881, maturing July 1st, 1921, and bearing interest 
at 4% per annum. They were secured by a collateral deposit 
with the Trustee of 200,000 shares of Philadelphia, Wilming- 
ton & Baltimore Railroad Company Stock at its par value 
of $50. per share. The dividends on the Stock of the acquired 
road, after providing for the interest upon the then outstand- 
ing Trust Certificates, were to be applied as a sinking fund 
for the purchase and cancellation of the Trust Certificates 
whenever they could be obtained at a price not exceeding 
par. The purchase of the majority interest in the Philadel- 
phia, Wilmington & Baltimore Railroad not only furnished 
the Pennsylvania Railroad with a continuous line between 
Philadelphia and Washington, but also secured extensive addi- 
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tional terminal facilities at Philadelphia and Baltimore of such 
a character as could not otherwise be acquired at any reason- 
able cost, if at all. 


PITTSBURGH, VIRGINIA & CHARLESTON RAILWAY 
EXTENDED 
The extension of the Pittsburgh, Virginia & Charleston 
Railway from Monongahela City to Brownsville, Pa., a dis- 
tance of 23 miles, was completed and opened for operation 
on May 15th, 1881. 


BROAD STREET STATION OPENED 


The construction of Broad Street Station in Philadelphia, 
and its track approaches from West Philadelphia, was so far 
advanced that the Station was opened for business on Decem- 
ber 5th, 1881. With the transfer of the trains of the Phila- 
delphia, Wilmington & Baltimore Railroad to that Station, 
it became the central point for the daily arrival and departure 
of over 200 passenger trains upon the various lines of the 
Pennsylvania Railroad Company centering in Philadelphia. 
Its cost to December 31st, 1881, including real estate, was 
$4,272,268.53. 


GIRARD POINT STORAGE COMPANY FORMED 


In 1881 a corporation was formed under the name of 
the Girard Point Storage Company, in which the Pennsyl- 
vania Railroad Company had a controlling interest, for the 
acquisition of the Delaware River waterfront terminal facili- 
ties in Philadelphia of the International Navigation Com- 
pany at Girard Point and Point Breeze. This majority 
ownership was secured by reason of the fact that the Penn- 
sylvania Railroad Company held a large amount of the 
obligations of the International Navigation Company, secured 
upon the grain elevator and other property of the latter 
Company, which were to be taken over by the new corpora- 
tion. It was also proposed to construct an additional eleva- 
tor and otherwise improve the property so as to enable the 
new company to operate the facilities in the most profitable 
and economical manner. 
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TWO ROADS ADDED TO BALD EAGLE VALLEY RAILROAD 


On March 17th, 1881, the Bellefonte & Snow Shoe Rail- 
road was purchased by the Pennsylvania Railroad Company 
and effective April 7th, 1881, it and the Moshannon Railroad 
Company were consolidated into the Bald Eagle Valley Rail- 
road Company. 


INTEREST ACQUIRED IN NORTH & WEST BRANCH 
RAILWAY 

The Management of the Company deemed it advisable 
to purchase in 1881 a controlling interest in and assume the 
completion of the North & West Branch Railway. This road 
extended from a connection with the Sunbury, Hazleton & 
Wilkes-Barre Railway (controlled by the Pennsylvania Rail- 
road Company) at Catawissa to Wilkes-Barre, a distance of 
about 43 miles, passing through the latter Company’s coal 
lands and other valuable anthracite coal properties. It was 
completed and opened for operation on November 23rd, 1882. 


MARYSVILLE BRIDGE ABANDONED 


The maintenance of the long wooden bridge of the 
Northern Central Railway Company crossing the Susque- 
hanna River at Marysville had become so expensive as to 
make it advisable in 1881 to build a road connecting the 
Main Line of the Pennsylvania Railroad with the Northern 
Central Railway on the east bank of that river. It was 
known as the Rockville Branch and was completed on Novem- 
ber 1st, 1882. This enabled the latter road to use the sub- 
stantial iron bridge of the Pennsylvania Railroad just a few 
miles below, and saved a further expenditure on the old 
structure to place it in proper condition. 


NORTH JERSEY SEASHORE LINES 


The Philadelphia & Long Branch Railway, extending 
from Whitings to the seacoast and thence northwardly along 
the coast to a connection with the Central Railroad of New 
Jersey at Bay Head, was completed in 1881, but not in time 
to accommodate the summer travel. Following the comple- 
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tion of this road, negotiations were opened with the Central 
Railroad of New Jersey for the use of their leased lines extend- 
ing from the aforesaid connection to Perth Amboy. The 
result was a contract between the Pennsylvania Railroad 
Company, Central Railroad of New Jersey and the New 
York & Long Branch Railroad Company, by which the first 
named road secured the joint use of a continuous line from 
New York to Long Branch, and other prominent seaside 
resorts in that vicinity, thus making it unnecessary to con- 
struct a competing line. 


CONTRACT FOR USE OF LINE FROM RED BANK TO 
MILTON, PA. 

The Management of the Company also reported that 
it had entered into a contract in 1881 with the Wabash, St. 
Louis & Pacific Railway Company and the Central Railroad 
of New Jersey, by which the lines controlled by the Pennsyl- 
vania Railroad between Red Bank, on the Allegheny Valley 
Railway, and Milton, on the Philadelphia & Erie Railroad, 
were to be used by the companies named, for the exchange 
of through traffic between their respective lines. Under this 
arrangement the Wabash, St. Louis & Pacific Railway Com- 
pany and the Central Railroad of New Jersey were to pro- 
mote the construction of a road between Red Bank and 
Youngstown, O., and it was expected that if these two 
railroads availed themselves of this trackage privilege, both 
the Philadelphia & Erie Railroad and the Low Grade Divi- 
sion of the Allegheny Valley Railroad would be greatly bene- 
fited thereby. This construction work, however, was not 
carried out, and the trackage privilege never exercised. 


PENNSYLVANIA COMPANY STOCK INCREASED 


For the purpose of providing a large financial basis for 
the Pennsylvania Company, the Management of the Penn- 
sylvania Railroad Company deemed it advisable in 1881 to 
transfer the following securities to the Pennsylvania Com- 
pany :— 


SS ee eee ee eee 
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Newport & Cincinnati Bridge Co. Bonds, par 

Sle hrc a i Sed ren: Sat, Aan he Moly tage Ae Goan $1,200,000. 
19,391 shares of stock of the Jeffersonville, 

Madison & Indianapolis R. R. Co. at a 


Sg LETTERS Ripe yell, Sek Re i tiptoe ili aps Sea PRR aaah 1,800,000. 
$5,000,000. Pennsylvania Company Debenture 
BONIS hs hPa wer Pe eo cies costa aieecctmiec tiers 5,000,000. 


Pbatal cee cet ee wicks eeiia ee ee $8,000,000. 


The Pennsylvania Company issued $8,000,000. of its Capital 
Stock in exchange for the foregoing securities, which made 
the amount issued and outstanding $20,000,000., all of which 
was owned by the Pennsylvania Railroad Company. 


EXTENSION OF PITTSBURGH, VIRGINIA & 
CHARLESTON RAILWAY 


On September 25th, 1882, the Redstone Extension of 
the Pittsburgh, Virginia & Charleston Railway, extending 
from West Brownsville Junction to Redstone Junction on 
the South West Pennsylvania Railway, a distance of 16%4 
miles, was completed and placed in operation, giving the 
former road a through connection with the Connellsville 
coke fields. 


INTEREST IN INDIANAPOLIS & ST. LOUIS RAILROAD SOLD 


In 1882 the Pennsylvania Railroad Company, already 
having a shorter line between Indianapolis and St. Louis, 
disposed of its one-half interest in the Indianapolis & St. 
Louis Railroad Company to the Cleveland, Columbus, Cin- 
cinnati & Indianapolis Railway Company (part of the New 
York Central System). Reference has heretofore been made 
to the fact that this interest in the Indianapolis & St. Louis 
Railroad Company had been received with the lease of the 
Pittsburgh, Ft. Wayne & Chicago Railway Company. 


CASH AND SCRIP DIVIDENDS 


In declaring the regular semi-annual dividend in Novem- 
ber, 1882, the Management of the Company, without estab- 
lishing it as a fixed policy, deemed it advisable that the 
option should be given to the shareholders of receiving a 
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portion of their dividend in scrip convertible into cash, or 
Stock at par, and accordingly 244% was paid in cash and 
2% in such scrip. This was done because the Company was 
compelled to apply a large portion of its current funds for 
additions and betterments to its railroad and facilities and 
make advances to branch and auxiliary lines. It was felt 
that the dividends payable in cash should be limited to such 
amount as would not seriously interfere with the demands 
upon the treasury, and that a proper additional portion of 
the profits should be returned to the stockholders in the 
Capital Stock of the Company. Nearly all of this scrip was 
later converted into Stock. 


CHESTNUT HILL BRANCH 


A Company was organized in 1882 under the name of 
the Philadelphia, Germantown & Chestnut Hill Railroad 
Company for the purpose of constructing a branch from a 
point on the Connecting Railway at North Philadelphia to 
Chestnut Hill, a distance of about 634 miles, the funds 
therefor having been obtained by a favorable sale of the 
securities of the new Company. The only liability assumed 
by the Pennsylvania Railroad Company upon the branch 
was to provide for any deficit between the net earnings and 
the interest on the Bonds, amounting to $45,000., and a 
reasonable Sinking Fund for the redemption of the Bonds at 
maturity. 


CONTROL OF UNION RAILROAD OF BALTIMORE 


The Management of the Company reported in 1882 that 
the Northern Central Railway Company, in which the Penn- 
sylvania Railroad Company had a majority stockholding 
interest, had, through the pursuance of a conservative policy, 
been brought into a prosperous condition, and its stockholders 
could have reasonable assurance that they would receive a 
fair return on their investment. The Northern Central Rail- 
way Company during the year 1882 had obtained control of 
the Union Railroad of Baltimore, by the purchase of its 
entire Capital Stock, amounting at par to $600,000. (subject 
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to its funded debt of $1,500,000.), the funds for which were 
supplied by an allotment and sale of the Capital Stock of the 
Northern Central Railway Company. It was stated that the 
acquisition of control of this line had largely tended to 
strengthen and improve the position of the latter Company 
in Baltimore, and gave the Pennsylvania Railroad the in- 
direct control of the connecting link in that city between 
the Philadelphia, Wilmington & Baltimore Railroad, the 
Northern Central Railway and the Baltimore & Potomac 
Railroad. 


EXTENDING UP THE SCHUYLKILL VALLEY 


As the necessity for the construction of a branch from 
the Main Line of the Pennsylvania Railroad into the Schuy]l- 
kill Valley to secure coal and other traffic had become evident 
to the Management, it was determined in 1882 to proceed 
actively with the building of a line in that direction. Accord- 
ingly work was started on the Phoenixville & West Chester 
Railroad extending from Frazer to Phoenixville, a distance 
of 11 miles. Surveys had also been made for the development 
of this valley by a line beginning at 52nd Street Station, 
Philadelphia, and extending through Manayunk, thence 
directly up the Schuylkill Valley through Conshohocken, 
Norristown, Phoenixville, Pottstown, Birdsboro and Reading. 
A considerable portion of the right of way had been secured 
and work commenced at some of the more important points. 

The companies incorporated for this purpose, namely, 
the Phoenixville & West Chester Railroad, Philadelphia, 
Norristown & Phoenixville Railroad and the Phoenix- 
ville, Pottstown & Reading Railroad Companies, were, 
effective June 1st, 1883, consolidated into one Company, 
under the corporate name of the Pennsylvania Schuyl- 
kill Valley Railroad Company. On August Ist, 1883, that 
section of the road between Frazer and Phoenixville, a dis- 
tance of 11 miles, was opened for operation. 

During the year 1884 the entire road was completed 
between 52nd Street, Philadelphia, and Reading, a distance 
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of about 54 miles; the various sections of the line being 
finished and opened for traffic on the following dates, viz: 
from 52nd Street to Bala on April 1st; to Manayunk on 
May 12th; to Norristown on June 23rd; to Pottstown on 
September 22nd, and to Reading on November 24th. The 
whole line, together with the branch between Phoenixville 
and Frazer, was leased to the Pennsylvania Railroad Com- 
pany. It was proposed in the following Spring to make 
further progress in extending the road through the anthracite 
coal regions, looking ultimately to a connection with a branch 
of the Northern Central Railway at Shamokin, and with the 
North & West Branch Railway near the Susquehanna Coal 
Company properties, which were controlled in the interest 
of the Pennsylvania Railroad Company. 


COLUMBUS, CHICAGO & INDIANA CENTRAL RAILWAY 
COMPANY REORGANIZED 


On January 10th, 1883, the property of the Columbus, 
Chicago & Indiana Central Railway Company was sold 
under foreclosure proceedings, and a reorganization effected 
on April 1st, 1883, under the name of the Chicago, St. Louis 
& Pittsburgh Railroad Company. The long and tedious 
litigation in connection with the lease of that road to the 
Pittsburgh, Cincinnati & St. Louis Railway Company was 
thus brought to a close, and the Western Lines relieved of 
what had been an onerous obligation, and one which, if the 
final adjudication had sustained the lease, would have seriously 
affected their revenues. The Management thought it advis- 
able, for the proper protection of the interests of the Penn- 
sylvania Railroad Company, to become, in connection with 
its Lines West, the owners of a portion of the securities 
of the new company. Therefore, ownership was secured of 
$11,500,000. of the First Mortgage 5% Bonds, 117,21214 
shares of the Preferred Stock and 14,24214 shares of the 
Common Stock, with a total par value of $13,145,500., which 
represented a controlling interest in the Company. 
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NEW YORK & LONG BRANCH RAILROAD CONTRACT 
IN COURT 

The agreement with the Central Railroad of New Jersey 
for the joint use of the line between Bay Head and Perth 
Amboy, known as the New York & Long Branch Railroad, 
to which reference was made in previous pages, was found 
to be very satisfactory in furnishing increased facilities to 
the public, and in promoting the joint interests of all con- 
cerned. However, the change in the management of the 
Central Railroad of New Jersey, which occurred in May, 
1883, resulted in a notification from that Company that it 
would no longer be bound by the agreement, although there 
was no claim that the Pennsylvania Railroad Company had 
failed in any manner to carry out the provisions of the con- 
tract. The latter Company brought a suit for the protec- 
tion of its rights, but the matter was amicably adjusted 
later, and it has since continued its use of the New York & 
Long Branch Railroad. 


PHILADELPHIA & LONG BRANCH RAILROAD MERGER 


It was deemed advisable to consolidate the Pemberton 
& Seashore Railroad with the Philadelphia & Long Branch 
Railroad, and thus vest in one corporation the ownership of 
the lines extending from Birmingham, the terminus of the 
Camden & Burlington County Railroad, to the New York 
& Long Branch Railroad near Bay Head, N. J., which was 
effected on November 3rd, 1883, under the title of the Phila- 
delphia & Long Branch Railroad Company. The Capital 
Stock of the new corporation was fixed at $900,000., with an 
equal amount of 5% First Mortgage Bonds. Of these securi- 
ties the Pennsylvania Railroad Company received $750,000. 
of Capital Stock and $750,000. in Bonds in settlement of its 
interest in the lines thus consolidated. 


RIDGWAY & CLEARFIELD RAILROAD COMPLETED 


On November 19th, 1883, the Ridgway & Clearfield 
Railroad, extending from Ridgway, on the Philadelphia & 
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Erie Railroad, to Brockwayville, a distance of over 19 miles, 
was completed and opened for traffic. On September Ist, 
1885, this road was extended a further distance of 714 miles 
to a connection with the Allegheny Valley Railroad at Falls 
Creel. 


CONTROLLING INTEREST PURCHASED IN CAMDEN & AT- 
LANTIC RAILROAD AND WEST JERSEY FERRY COMPANY 
During the year 1883 a controlling interest was secured 
by the Pennsylvania Railroad Company in the Camden & 
Atlantic Railroad, extending from Camden to Atlantic City, 
a distance of 59 miles, and possessing valuable terminal 
facilities in Camden, and the ferry privileges in connection 
therewith. A majority of the Capital Stock of the West 
Jersey Ferry Company was also acquired in the interests of 
the Pennsylvania Railroad Company. It was felt that 
these acquisitions would give the public much better accom- 
modations than they had previously enjoyed, and in general 
promote and protect the position of the Pennsylvania Rail- 
road Company in the State of New Jersey. 


NEW ROUTE DELMAR, DEL., TO CAPE CHARLES AND 
NORFOLK, VA. 

In 1883 the Pennsylvania Railroad Company joined with 
the Philadelphia, Wilmington & Baltimore Railroad Com- 
pany in a traffic contract to promote the construction of the 
New York, Philadelphia & Norfolk Railroad, which was to 
extend from the southern end of the Delaware Railroad at 
Delmar to the southern extremity of the peninsula of Vir- 
ginia opposite Norfolk, a distance of nearly 100 miles. There 
was already in existence a line of railroad from Delmar, Del., 
to Crisfield, Md., via King’s Creek in the latter State, a 
distance of about 38 miles, which was owned by the Eastern 
Shore Railroad Company, and also nine miles of railroad 
between King’s Creek and Pocomoke, Md., which had been 
built by a predecessor of the New York, Philadelphia & 
Norfolk Railroad Company. The latter Company acquired 
the Eastern Shore Railroad Company in June, 1884. It, 
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however, used only 29 miles of the existing roads as part of 
its main line, and early in the Spring of 1884 began construct- 
ing 67 miles of railroad from a point about two miles north of 
Pocomoke to Cape Charles, Va., which was finished Octo- 
ber 25th, 1884. It was also necessary to construct a harbor 
at the latter point to accommodate the car ferry service, 
which was inaugurated on November 14th, 1884, between 
Cape Charles and Norfolk, Va., a distance of 36 miles. 

It was expected that this route through its directness 
and ability to shorten the time for the delivery of perishable 
traffic would secure a large share of this business, which at 
that time sought the northern ports by water, and thus 
largely benefit the Philadelphia, Wilmington & Baltimore 
Railroad Company, as well as other lines in the Pennsylvania 
Railroad System. 


SCRIP DIVIDENDS CONTINUED 


The policy adopted by the Management in 1882 of 
giving the stockholders the option of converting a portion 
of their cash dividends into Stock, and of making an addi- 
tional allotment of shares at par, was continued during 1883. 
Under this plan the Company made use of its current earn- 
ings for capital account instead of permitting them to accum- 
ulate until the regular dividend periods, while the option thus 
given enabled the shareholders to acquire additional Stock on 
favorable terms, and reimbursed the treasury of the Com- 
pany for the money temporarily used for construction pur- 
poses. 

Therefore, two semi-annual cash dividends of 214% and 
2% were paid in 1883, and in addition two dividends of 2% 
each in scrip convertible into cash or Stock at par. Practi- 
cally all of this scrip was redeemed in Stock. 


SUSQUEHANNA & CLEARFIELD RAILROAD COMPLETED 
On May Ist, 1884, the Susquehanna & Clearfield Rail- 
road, extending from Keating to Karthaus, a distance of 
nearly 23 miles, was completed and opened for traffic, it 
being operated as part of the Middle Division of the Phila- 
delphia & Erie Railroad. 
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ALLEGHENY VALLEY RAILROAD COMPANY IN FINANCIAL 
DIFFICULTY 

The inability of the Allegheny Valley Railroad Com- 
pany to meet the interest upon its fixed obligations led its 
creditors to make application for the appointment of receivers 
to take charge of the property pending foreclosure, or some 
proper reorganization of its affairs. Therefore, on May 2nd, 
1884, John Scott and William H. Barnes were appointed 
receivers, and the property placed under their direct control 
and management. 


COMPLETION OF CHESTNUT HILL BRANCH 


On June 11th, 1884, the Philadelphia, Germantown & 
Chestnut Hill Railroad was opened for traffic, this line extend- 
ing from Germantown Junction (now North Philadelphia) to 
Chestnut Hill, a distance of about 634 miles. It was not 
thought that the road would be profitable for several years 
after its completion, its chief value being that of a feeder to 
the Pennsylvania Railroad. 


EXTENSION OF LEWISBURG & TYRONE RAILROAD 


On November 3rd, 1884, the extension of the Lewisburg 
& Tyrone Railroad from Rising Springs to Oak Hall, a dis- 
tance of about 13 miles, was completed and placed in operation. 
On May 20th, 1885, this road was extended a further dis- 
tance of 114 miles to a connection with the Bellefonte, Nittany 
& Lemont Railroad south of Lemont. This latter road was 
being constructed from Bellefonte to this connection with the 
Lewisburg & Tyrone Railroad, a distance of about 91% miles, 
and it was completed and opened for traffic on July 22nd, 
1885. The Bellefonte, Nittany & Lemont Railroad was later 
merged into the Bald Eagle Valley Railroad. 


PROPOSED MODIFICATION OF TERMS OF TRUST 
CREATED OCTOBER 9th, 1878 
For some time prior to 1884 the subject of the continued 
appropriation of $600,000. per annum, as provided in the 
Trust created October 9th, 1878, had received the careful 
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consideration of the Management. One of the objects in 
view at the time of the creation of the Trust was to secure an 
improvement in the market value of all securities, the princi- 
pal, interest or dividend upon which was guaranteed by the 
Pennsylvania Railroad Company, and this had been attained. 
The Management of the Company, was, therefore, of the 
opinion that the income of the fund as it then stood should 
continue to be added to the principal, and the monthly 
appropriation of $50,000. be reduced to an amount equal to 
1% of the Net Income of the Company before the payment of 
dividends to the stockholders. This proposed modification 
was submitted to the stockholders at the Annual Meeting 
in 1885, and a stock vote taken, which resulted in its adop- 
tion by a very large majority. 


SALE OF SHIPS OF AMERICAN STEAMSHIP COMPANY 


Owing to the annual loss sustained by the Pennsylvania 
Railroad Company in its efforts to maintain the line of 
steamers of the American Steamship Company to and from 
the port of Philadelphia, it was deemed advisable in 1884 to 
avail of the opportunity to dispose of the ships upon satis- 
factory terms to the International Navigation Company. 


COURT PROCEEDINGS TO SETTLE FORT WAYNE 
BETTERMENT ACCOUNT 

The Pittsburgh, Ft. Wayne & Chicago Railway Com- 
pany having declined to issue to the Pennsylvania Railroad 
Company the form of security theretofore agreed upon, in 
reimbursement of expenditures made for the improvement 
and betterment of the property of the Ft. Wayne Com- 
pany, the Pennsylvania Railroad Company applied to the 
Courts in 1884 for a judicial determination of the questions 
at issue, and secured a decision sustaining the position taken 
by its Management. The officers of the Pittsburgh, Ft. 
Wayne & Chicago Railway Company thereupon issued a 
portion of these securities due the Pennsylvania Railroad 
Company for such improvements, and took the necessary 
steps toward a settlement of the balance of the account. 
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CONTROL OF SODUS BAY & SOUTHERN RAILROAD 


In ordet to provide an outlet on Lake Ontario, and 
obtain valuable connections with important lines of railway, 
the Northern Central Railway Company in 1884 secured 
control of the Sodus Bay & Southern Railroad, extend- 
ing from Stanley, on its Elmira & Canandaigua Division, 
to Great Sodus Bay, on Lake Ontario, a distance of 
34 miles. 


ADDITIONAL PARLOR CAR SERVICE 


On March 30th, 1885, the Pennsylvania Railroad Com- 
pany introduced a new system of parlor car service under 
its own ownership and management. Nine parlor cars and 
two combined baggage and smoking cars, built in the Com- 
pany’s shops at Altoona, were placed in-service in charge 
of employes of the Pennsylvania Railroad Company, and 
assigned to through trains running between New York, 
Philadelphia, Baltimore and Washington. This service was 
in addition to that supplied by the Pullman Company under 
its contract with the Pennsylvania Railroad Company. 


MARTIN’S CREEK RAILROAD—ENTERPRISE RAILROAD 


The Martin’s Creek Railroads of Pennsylvania and New 
Jersey were completed and opened for operation on Decem- 
ber 24th, 1885. These roads formed a connection between the 
Belvidere Delaware Railroad and the Bangor & Portland 
Railroad, and were built in the interest of the Pennsylvania 
Railroad to provide facilities for the interchange of traffic 
between these roads. They extended from a point on the 
Belvidere Delaware Railroad near Martin’s Creek Station, 
across the Delaware River on a substantial bridge 500 feet 
in length, connecting with the Bangor & Portland Rail- 
road on the opposite shore, a distance of about three-tenths 
of a mile. They were operated in connection with the Belvi- 
dere Division, as was also the Enterprise Railroad, which 
was built in 1885 to afford increased trackage facilities for 
the development of various business enterprises in Trenton, 
it having a length of about 114 miles. 
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WAYNESBURG & WASHINGTON RAILROAD 


In 1885, the Chartiers Railway Company, which was 
then leased to the Pittsburgh, Cincinnati & St. Louis Rail- 
way Company, acquired a majority of the Capital Stock 
of the Waynesburg & Washington Railroad, a narrow gauge 
road built in 1877 from Washington to Waynesburg, Pa., 
a distance of about 28 miles. The Chartiers Railway had 
been built from Carnegie to Washington, Pa., and the pur- 
chase of the Stock of the Waynesburg & Washington Rail- 
road Company gave it control of a route extending southward 
to Waynesburg, Pa. 


ESTABLISHMENT OF RELIEF FUND 


For a number of years prior to 1886 the attention of the 
Management had been seriously directed to the establish- 
ment of a Relief Fund, with the view of giving assistance to 
employes when disabled by sickness or accident and making 
provision for their families in case of death. The details were 
referred to a Committee of officers of the Company, who, 
after inquiry into the systems theretofore adopted by other 
Companies, both in this Country and abroad, finally reported 
a comprehensive plan for the action of the Board of Directors. 
After very careful consideration and examination, the plan 
was approved and resulted in the establishment on Febru- 
ary 15th, 1886, of ‘‘The Pennsylvania Railroad Voluntary 
Relief Department.”’ The general features of the plan con- 
sisted of monthly contributions by the employes of stated 
sums, graded according to their rates of wages, which entitled 
each member to a specified sum per day when disabled by 
sickness or accident, and, in case of death, the payment of 
a definite sum to the family or designated beneficiary. The 
entire expense of conducting the business of the Department 
was paid by the Pennsylvania Railroad Company. As 
this Relief Department was established upon an equitable 
and liberal basis and sought only to provide for the welfare 
and comfort of the employes, the system commended itself 
to them and the operations of the Department were success- 
ful from the beginning, there being on December 31st, 1886, 
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a total membership of 19,952 on the Pennsylvania Railroad 
and its affiliated Lines East of Pittsburgh and Erie. 


CONSTRUCTION OF ROAD TO BARNEGAT CITY 
AND BEACH HAVEN 

The Long Beach Railroad, extending from a connection 
with the Tuckerton Railroad at Manahawken, to Barnegat 
City, a distance of about 1344 miles, was completed and 
opened for operation on June 28th, 1886, and a southern 
extension of this road from Barnegat City to Beach Haven, a 
distance of nearly seven miles, was completed and opened 
for traffic on July 24th, 1886. 


EXTENSION OF PENNSYLVANIA SCHUYLKILL VALLEY RAIL- 
ROAD TO POTTSVILLE AND NEW BOSTON COMPLETED 

On November 29th, 1886, the Pottsville & Mahanoy 
Railroad was merged into the Pennsylvania Schuylkill Val- 
ley Railroad, by which the latter road was extended to a 
connection with the Lehigh Valley Railroad at New Boston, 
11 miles north of Pottsville. Effective October 29th, 1885, 
the Reading & Pottsville Railroad, which had been building 
its line from Reading to Pottsville, was merged with the 
Pennsylvania Schuylkill Valley Railroad, and the latter com- 
pleted its construction to Pottsville on November 15th, 1886. 
An arrangement was also made with the Lehigh Valley Rail- 
road Company under which it undertook to construct a line 
from New Boston to a connection with the Sunbury, Hazle- 
ton & Wilkes-Barre Railway at Tomhicken, a distance of 
26 miles, and by which the Pennsylvania Schuylkill Valley 
Railroad Company secured trackage facilities over that sec- 
tion of railroad and avoided the necessity of building an 
additional line in that territory. 


PROPOSED CONNECTION WITH WEST VIRGINIA ROADS 


During the year 1886, the West Virginia Central & Pitts- 
burgh Railway Company arranged for the construction of 
the Piedmont & Cumberland Railway, 28 miles in length, 
to connect the latter road with the Bedford & Bridgeport 
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Railroad, thus giving the Pennsylvania Railroad a direct 
connection with the railroads extending into West Virginia, 
via Cumberland and Piedmont. 


ELMIRA & LAKE ONTARIO RAILROAD COMPANY FORMED 


Effective December 31st, 1886, the Chemung Railroad 
Company, Sodus Bay & Southern Railroad Company, and 
the Elmira, Jefferson & Canandaigua Railroad Company 
were merged to form the Elmira & Lake Ontario Railroad 
Company, which is one of the subsidiaries of the Northern 
Central Railway Company, owning the line extending from 
Chemung Junction to Sodus Point, N. Y., a distance of about 
100 miles. 


ENACTMENT OF INTERSTATE COMMERCE ACT 


The outstanding event in the year 1887, so far as the 
railroads were concerned, was the enactment of the Inter- 
state Commerce Act, which was approved February 4th, 
1887, and became effective on April 5th, 1887. For many 
years the States had attempted, with little success, to regu- 
late the railroads, but with the rapid growth of the Country 
and the railroads, and the fact that railroad traffic had 
largely become interstate in character, it was felt that regu- 
lation should be National in its scope and that the jurisdic- 
tion of the Federal Government over interstate traffic should 
be paramount. The more important provisions of the Act 
were :-— 


First:—The creation of the Interstate Commerce Com- 
mission, to consist of five Commissioners, to be appointed 
by the President, with the consent of the Senate, each to 
serve for a term of six years; 

Second:—All charges were to be reasonable and just; 
unjust and unreasonable charges, rebates, discriminations, 
and pooling of traffic were prohibited; 

Third:—Equal facilities were to be provided for the 
interchange of traffic with connecting lines, with no dis- 
criminations in rates, fares and charges between such con- 
necting lines; 
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Fourth:—No carrier was permitted to make any greater 
charge in the aggregate, under substantially similar circum- 
stances or conditions, for a shorter than for a longer distance 
over the same line in the same direction, the shorter being 
included in the longer distance; but this was not to be con- 
strued as authority for any carrier to charge as great a com- 
pensation for a shorter as for a longer distance. The Com- 
mission, however, was authorized in special cases to permit, 
after investigation, a less charge for longer than for shorter 
distances; 

Fifth:—The Commission, upon complaint or on its own 
initiative, to issue order, after making investigation, that 
carriers cease and desist from any violations of the law; 

Sixth:—Power given to the Commission to inquire into 
the management of the carriers, and to obtain full and com- 
plete information required in performance of its duties; 

Seventh:—Commission authorized to require annual 
reports from all railroads engaged in interstate commerce 
in such form as it prescribed, covering operating and financial 
details, and regulations concerning passenger and freight rates; 
the Commission was also authorized to prescribe a uniform 
system of accounting. 

The Management, in commenting on the new law in its 
Annual Report for 1887, stated that sufficient time had not 
elapsed to determine what its effect would be upon the trans- 
portation interests; that the policy indicated by the law 
differed so widely from the practices theretofore prevailing 
that many difficulties had arisen in endeavoring to conform 
the business of the Country to its requirements. It was also 
felt that further legislation would be necessary, as a manifest 
injury was being done to the railroads of this Country by 
permitting Canadian roads to participate in the carrying 
trade of the United States without the ability, under the new 
law, to enforce their observance of its provisions. 


REACHING THE ANTHRACITE COAL REGIONS 


On April 25th, 1887, the Nescopec Railroad, extending 
from Nescopec to Rock Glen Junction, a distance of 12 
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miles, was completed and opened for traffic, and was operated 
as part of the Sunbury Division. This road in connection 
with that portion of the Sunbury, Hazleton & Wilkes-Barre 
Railroad between Rock Glen Junction and Tomhicken, a 
distance of 15% miles, and the Pottsville Branch of the 
_ Lehigh Valley Railroad, extending from Tomhicken to New 
Boston, a distance of about 26 miles (which was used in 
accordance with the arrangement made with that Company), 
formed a continuous line of railroad nearly 43 miles long 
between the Pennsylvania Schuylkill Valley Railroad at New 
Boston and the North & West Branch Railway at Nescopec. 
As the result of the foregoing railroad development in this 
general territory, the Pennsylvania Railroad was able to 
operate a direct through line from Philadelphia, via the 
Schuylkill Valley, through the Schuylkill and Lehigh coal 
regions, to the anthracite coal fields in the Susquehanna 
Valley and to Wilkes-Barre. 


SHENANDOAH BRANCH COMPLETED 


The Shenandoah Branch of the Pennsylvania Schuylkill 
Valley Railroad, extending from a connection with the 
Philadelphia & Reading Railroad at Frackville Junction, to 
a connection with the Lehigh Valley Railroad at Shenandoah, 
a distance of about five miles, was completed and opened for 
traffic on December 19th, 1887, and operated as part of the 
Schuylkill Division. This branch road in connection with 
that portion of the Philadelphia & Reading Railroad between 
Wetherill Junction and Frackville Junction, a distance of 
about three miles (which was used in accordance with the 
terms of an agreement made between the two companies on 
July 19th, 1887), formed a continuous line of railroad between 
the Pennsylvania Schuylkill Valley Railroad at Wetherill 
Junction and Shenandoah. 


PURCHASE OF ALEXANDRIA & WASHINGTON RAILROAD 

In 1887, the Alexandria & Washington Railroad, extend- 
ing from the south end of the Long Bridge in Washington, 
D. C., to Alexandria, Va., a distance of about five miles, and 
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connecting the Baltimore & Potomac Railroad with the 
Alexandria & Fredericksburg Railway, was purchased by the 
Pennsylvania Railroad Company at judicial sale under pro- 
ceedings instituted by the City of Washington. Under its 
reorganization the latter Company became the owner of all 
its securities. 


WEST SHORE RAILROAD OPERATES INTO JERSEY CITY 
PASSENGER STATION 

On June 27th, 1887, the New Jersey Junction Railroad 
was completed, and as connections had been made with the 
New York Division of the Pennsylvania Railroad and its 
Harsimus Branch, the connecting trains of the West Shore 
Railroad were operated regularly to and from the Jersey 
City Depot of the Pennsylvania Railroad. 


EMPLOYES’ SAVING FUND ESTABLISHED 


On January lst, 1888, the Pennsylvania Railroad Com- 
pany established an Employes’ Saving Fund, with the view 
of enabling the employes to safely and conveniently deposit 
such portion of their earnings as they might desire to accumu- 
late, the Company assuming responsibility for its safe cus- 
tody and repayment with reasonable interest on the moneys 
so deposited. 


CRITICISM FROM ABROAD 


At the annual meeting of the Company on March 13th, 
1888, President Roberts, in response to an inquiry of a stock- 
holder, explained the policy pursued by the Management of 
the Pennsylvania Railroad Company in the apportionment 
of expenditures to capital and expenses. The objections 
made at that time to the method adopted by the Company 
of charging out expenditures came largely from English stock- 
holders, and arose principally from the fact that they did 
not comprehend the true condition of the railways of the 
United States, as compared with their own. It was pointed 
out that the railroads in England were managed under 
different circumstances, and if the practices followed over 
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there were applied to any large railway system in this 
Country, it would soon be placed at a serious disadvantage 
with its competitors. 


THE MANAGEMENT’S ANSWER 


The criticism was made that the Pennsylvania Railroad 
Company did not divide a sufficient amount of net profits 
in the way of dividends and carried too much to the credit 
of profit and loss, or else charged too great an amount of 
what were called ‘‘betterments”’ to expenses, and thus reduced 
the amount of net profits to be divided among the stock- 
holders. To illustrate that the policy of the Pennsylvania 
Railroad Company in this respect was no more conserva- 
tive than it should be as compared with other large trans- 
portation systems in the United States, reference was made 
to a number of important railroad lines, such as the New York 
Central Railroad Company. This road in 1886 charged 
every expenditure to expenses, except the sum of $417,000., 
and only paid a 4% dividend to its shareholders, although 
the profit and loss account had a credit of over $12,000,000. 
Attention was called to the fact that the Boston & Albany 
Railroad, one of the most successful lines in New England, 
in its annual report for 1886, after charging all improvements 
to expenses, made the following statement, viz: 


“Tt is unquestionably the part of wisdom to expend 
more than enough to simply maintain the property 
during prosperous years. Improvements should be 
made and charged to current expenses, so that when 
the evil days come, as they surely will, the Company 
will be in good condition to withstand any strain to 
which it is likely to be put to maintain its dividends 
and at the same time permit no deterioration of its line.” 


President Roberts further stated that in the newly devel- 
oped country beyond Chicago, the Chicago & North Western, 
one of the largest railroad companies west of that City, 
operating over 4,000 miles of railroad, charged almost its 
entire credit balance in the profit and loss account, amount- 
ing to over $10,000,000. to the reduction of the value of its 
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property. He concluded by stating that if there was any 
error in the method of treating the accounts of the Pennsyl- 
vania Railroad Company, it was on the side of distributing 
to the stockholders a greater amount of profits than other 
competitive companies felt justified in doing, and that any 
departure from the conservative policy pursued by the Man- 
agement would be fraught with great danger to the credit 
and future prosperity of the Company. 


EXPLANATION OF PROFIT & LOSS ACCOUNT 


President Roberts also desired to correct the wrong 
impression which had prevailed as to what constituted the 
Profit & Loss Account. He assumed that the majority of 
the stockholders of railroad companies thought that it repre- 
sented just so much cash in bank, being the accumulation of 
net profits over and above the dividends declared, and which 
could be divided among the shareholders at any time in cash 
if the Management deemed it wise to do so. This, it was 
stated, was an erroneous idea; the Profit & Loss Account 
being merely the difference between the par value of the 
share capital and the obligations of the Company on the one 
side, and the valuation placed upon its assets on the other. 
To be made available for dividends it must be represented by 
an increase of the obligations of the Company, upon which 
it would thereafter have to pay interest or dividends, and 
this would decrease to just that extent the rate of dividend 
or interest upon the amount of share capital then existing. 
Therefore, the stockholders would receive in the aggregate no 
greater dividend than if the Profit & Loss Account had 
remained undivided, and the only result would be that the 
Company would have that amount of increased liabilities for 
which it would be responsible. 


CONSERVATIVE POLICY PURSUED 


In closing this statement President Roberts stated that 
the extracts to which he had referred from the annual reports 
of other railroad companies were simply for the purpose of 
explaining the system which prevailed in their accounting 
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departments, and to thus illustrate that the plan which had 
been adopted by the Pennsylvania Railroad Company was 
founded upon sound principles. He also desired to correct 
the erroneous opinion that the Company in paying its divi- 
dends was withholding from its shareholders a larger propor- 
tion of the net earnings than the necessities of the Company 
would justify; that if the policy were pursued of dividing up 
closely the Net Income while its competitors were strengthen- 
ing themselves, the day was not far distant when it would be 
placed at a disadvantage with competing lines, and the ability 
to successfully meet this competition and earn a moderate 
dividend would be lost. 


EAST BRANDYWINE & WAYNESBURG RAILROAD COMPANY 
REORGANIZED 

The East Brandywine & Waynesburg Railroad, extend- 
ing from the Main Line of the Pennsylvania Railroad at 
Downingtown to New Holland, a distance of 28 miles, was 
sold under foreclosure in 1888, and reorganized on July 30th 
of that year under the name of the Downingtown & Lancaster 
Railroad Company, all of the securities of which were owned 
by the Pennsylvania Railroad Company. Arrangements were 
then made for the extension of this road to a connection 
with the Main Line at Lancaster, a distance of 10 miles, 
thus forming an alternate route between Downingtown 
and Lancaster. This extension was completed on Septem- 
ber 15th, 1890. 


DISASTROUS FLOODS 


President Roberts made the following statement to the 
stockholders in the annual report of the Company for the 
year 1889, with respect to the disastrous floods which extended 
over a greater portion of the State of Pennsylvania from 
May 30th to June Ist, 1889, inclusive:— 

“On the 31st of May (1889) an extraordinary rain- 
fall began, and following nearly the trend of the moun- 
tain range over which your System of lines passes, 
caused an unparalleled destruction of property, not only 
upon your Main Line, but many of the other roads 
forming your System. 
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In the Juniata Valley three of the largest and 
most expensive double-tracked bridges, two of which 
had recently been rebuilt, were entirely destroyed, 
together with several miles of track. The greatest 
destruction, both of life and property, took place, how- 
ever, on the western slope of the mountain in the Cone- 
maugh Valley, where a reservoir (originally constructed 
by the State of Pennsylvania for its canal system) 
gave way, and completely destroyed your road for a 
distance of over 10 miles, including several large bridges, 
and all the machine shops, roundhouses, and yard 
facilities at Conemaugh at the foot of the mountain, 
the destruction being so complete that it was almost 
impossible to fix the location formerly occupied by 
your property. Among the property damaged and 
destroyed were 24 passenger cars, 561 freight cars, 
34 locomotives, some of the latter, notwithstanding 
their weight, being carried more than a mile by the 
force of the flood. While this loss of property was 
appalling in its magnitude, yet it was more than over- 
shadowed by the great destruction of life and property 
in the manufacturing city of Johnstown, a short distance 
below Conemaugh in the same valley. 

In addition to the destruction of property on your 
Main Line, many of the largest and most important 
bridges on the Philadelphia and Erie Railroad were 
entirely destroyed, while on the Elmira & Williamsport 
line (leased to the Northern Central Railway Company) 
several miles of railway, including many bridges, were 
washed away. 

The first and second section of the day express 
East were overtaken by the high waters of the flood 
while lying at Conemaugh about four o’clock P. M., 
Friday, May 31st, and 26 passengers are supposed to 
have been lost from the first section, most of whom 
were drowned in attempting to escape to the adjacent 
hillside; the others being lost in one of the passenger 
cars of the train which was washed away and destroyed. 
Three passengers and a Pullman car porter were lost 
from the second section while endeavoring to reach 
a place of safety. All the other passengers on this 
section who remained in the cars were saved. 

The total amount expended to December 3lst, 
1889, in repairing the loss caused by the floods to your 
System was $3,475,425.01, leaving still a considerable 
sum to be expended to restore its original condition. 
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This outlay does not include the indirect loss from the 
suspension of traffic and the serious interruption to 
the working of your entire system caused thereby.” 


DAMAGE TO CANALS 


The property of the Pennsylvania Canal Company, in 
which the Pennsylvania Railroad Company was largely inter- 
ested, both as a shareholder and as a guarantor of the interest 
upon its Bonds, suffered serious damage from these floods. 
Many miles of its canals were entirely destroyed, but as 
they were the most unproductive portions of the property, 
it was deemed advisable to abandon the destroyed section, 
rather than to burden the Canal Company with the cost of 
renewing it. However, repairs were made on some parts 
of the Canal System which survived the floods, the Penn- 
sylvania Railroad Company advancing the money for this 
purpose. The valleys occupied by the canals were then 
traversed with the lines of competing railways, which car- 
ried the traffic at very low rates, and it was felt that their 
value was rapidly passing away; also, that the cost of their 
maintenance would probably equal the revenue derived from 
operations, thus necessitating the sum required for the inter- 
est on the Canal Company Bonds to be advanced by the 
Pennsylvania Railroad Company until their maturity on 
July 1st, 1910. 


CONSTRUCTION OF TRENTON CUT-OFF 


As the traffic passing through the yards of the Company 
at West Philadelphia, destined to points east of that city, 
had become so large as to seriously interfere with the move- 
ment of traffic to Philadelphia and adjacent points, a railroad 
had been located in 1889 and its construction commenced 
from the Main Line near Downingtown to the New York 
Division near Trenton (now known as “Trenton Cut-off’’) 
a distance of about 45 miles. A very favorable and direct 
route had been secured through this section of the country 
on the same maximum grade as that prevailing on the Phila- 
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delphia Division. While the line was an expensive one to 
construct, owing to the general topography of the country 
and the valuable property through which it passed, it was 
felt that the economies arising from the saving of distance, 
which amounted to about 6 miles on through traffic to and 
from points East of Trenton, and avoidance of delays and 
overcrowding the yards and tracks at West Philadelphia, 
would more than repay the Company for the outlay. 


COLUMBIA & PORT DEPOSIT RAILROAD COMPANY 
REORGANIZED 


On March 4th, 1890, the Columbia & Port Deposit 
Railroad, extending from Columbia, on the Philadelphia 
Division, to Port Deposit, Md., was sold under foreclosure 
of its mortgages. A new Corporation known as the Port 
Deposit Railway Company was formed to take over that 
portion of the road in Maryland while the Columbia & Port 
Deposit Railroad took over the Pennsylvania section. Effec- 
tive July 17th, 1890, these two railroads were consolidated 
to form the Columbia & Port Deposit Railway Company. 


NEW YORK BAY RAILROAD 


The New York Bay Railroad, which was formed on 
March 15th, 1890, as the result of the consolidation of the 
Waverly & Passaic Railroad Company and the Waverly & 
New York Bay Railroad Company, was completed from a 
junction with the Main Line of the New York Division two- 
thirds of a mile east of Waverly, N. J., to a connection with 
the Central Railroad of New Jersey, at Oak Island Junction, 
a distance of about two miles. This section of the road was 
placed in operation on March 20th, 1890, and the interchange 
of traffic with the Central Railroad of New Jersey transferred 
from Elizabeth to Oak Island Junction. This road and its 
branches were being constructed for the purpose of reaching 
a rapidly improving section of Newark, and ultimately the 
New York Harbor at Greenville, N. J. 
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FORMATION OF WASHINGTON SOUTHERN RAILWAY 
COMPANY 

Effective April 1st, 1890, the Alexander & Washington 
Railroad and Alexandria & Fredericksburg Railway, were 
consolidated into the Washington Southern Railway Com- 
pany, the road of the new Company extending from a con- 
nection with the Baltimore & Potomac Railroad at the south 
end of the Long Bridge, Washington, D. C., to Quantico, Va., 
a distance of 34 miles. The Pennsylvania Railroad Company 
owned a controlling interest in the new Company. 


FORMATION OF PITTSBURGH, CINCINNATI, CHICAGO 
& ST. LOUIS RAILWAY COMPANY 

Effective October 1st, 1890, the principal lines forming 
the South Western System, viz: the Pittsburgh, Cincinnati 
& St. Louis Railway, Cincinnati & Richmond Railroad, Jef- 
fersonville, Madison & Indianapolis Railroad, and the Chi- 
cago, St. Louis & Pittsburgh Railroad, were merged into one 
company under the name of Pittsburgh, Cincinnati, Chicago 
& St. Louis Railway Company. It was believed that through 
this consolidation a stronger financial basis could be secured 
upon which to obtain the capital needed for the development 
of these lines, and that through such unification of the system 
any conflict of interests that might arise through diverse 
ownerships would be avoided. The consolidated company 
controlled an aggregate of 1,516 miles, including leased roads; 
its Capital Stock amounted to $43,820,650. and the Funded 
Debt was $41,944,500. It was one of the most important 
of the controlled Lines West of Pittsburgh, as through 
it the Pennsylvania Railroad System had direct connection 
with Cincinnati, Louisville, St. Louis, Indianapolis, Colum- 
bus and Chicago, and reached the territory south and south- 
west of those cities under the most favorable conditions. 


FINAL PAYMENT FOR PUBLIC WORKS OF PENNSYLVANIA 


On July 3l1st, 1890, the final payment of $635,654.94, 
being the principal and accrued interest then due the State 
of Pennsylvania on account of the purchase of the Public 
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Works, was made. The entire payments to the State on 
account of this purchase amounted to $15,565,654.94, of 
which the principal was $7,500,000., and the interest 
$8,065,654.94. The contract made with the Commonwealth 
of Pennsylvania for the acquisition of this property in 1857 
had been faithfully carried out by the Company during a 
period of 33 years, and no default had at any time occurred 
either in the payment of interest or of any instalment of the 
principal sum. 


CONSTRUCTION OF OHIO CONNECTING RAILWAY 


The new bridge and adjoining tracks over the Ohio 
River, extending from a connection with the Pittsburgh, 
Cincinnati, Chicago & St. Louis Railway in the vicinity of 
Point Bridge Station, Pittsburgh, to a junction with the 
Pittsburgh, Ft. Wayne & Chicago Railway, at Woods Run, 
were completed and placed in partial operation in October, 
1890, and in full service in 1891. The bridge and tracks were 
constructed by the Ohio Connecting Railway Company, all 
of the Capital Stock of which is owned by the Pennsylvania 
Company. The purpose in building the road was to further 
avoid the expensive transfer of the constantly increasing 
volume of traffic through the cities of Pittsburgh and Alle- 
gheny. It is now leased to the Pennsylvania Railroad Com- 
pany for 999 years from January lst, 1921. 


TRENTON CUT-OFF COMPLETED 


The construction of the Trenton Cut-off (commenced 
in 1889), which extended from Glen Lock on the Philadel- 
phia Division to Morrisville, Pa., on the New York Division, 
a distance of 45 miles, was actively prosecuted, with the 
result that a portion of the new line between Morrisville 
and Earnest (near Norristown), a distance of 3134 miles, was 
completed and opened for traffic on June 22nd, 1891. The 
entire line was finished and placed in service as part of the 
Philadelphia Division on January 11th, 1892. In 1893 the 
entire cut-off was double tracked. As the principal portion 
of the line was constructed under the Charter of the Penn- 
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sylvania Railroad Company (the balance under the corporate 
name of the Trenton Cut-Off Railroad Company, which was 
later acquired by the Pennsylvania Railroad Company), all 
but $100,000. of the amount expended thereon was charged to 
the construction account of the Main Line. The Manage- 
ment saw no reason to change the opinion expressed as to 
the great value of the road, and steps were then being taken 
to connect it with the Chestnut Hill Branch, as it was believed 
that such an extension would be an advantageous one for the 
Company. 


POOLING COST OF FREIGHT CAR REPAIRS 


In order to save unnecessary accounting and inspection 
in connection with the freight equipment of the Pennsylvania 
Railroad System and secure its more efficient movement, the 
expenses of repairing same were pooled beginning with 
August Ist, 1891. Under this arrangement the cost of main- 
tenance of all such rolling stock on the Pennsylvania Rail- 
road and its affiliated lines East and West of Pittsburgh, 
aggregating 123,340 cars, was consolidated, and apportioned 
among the various lines on a mileage basis. While it was 
thought that it might be necessary to modify some of the 
details of the arrangement, it was felt that the new plan 
would ultimately tend to more economical maintenance of 
the Company’s equipment. 


BRANCHES CONSTRUCTED IN WESTERN PENNSYLVANIA 


The South Fork Railroad was constructed and opened 
for traffic on August 15th, 1891, from South Fork to Dunlo, 
Pa., a distance of about eight miles. This road and the 
Scalp Level Railroad, which was formed later, were built 
for the purpose of developing an important coal producing 
territory in Western Pennsylvania. The two roads were 
merged in 1902 under the name of the South Fork Rail- 
road Company, and it owned nearly 45 miles of railroad at 
the time it was absorbed by the Pennsylvania Railroad 
Company in 1903. 
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On September 28th, 1891, the Turtle Creek Valley Rail- 
road, 61% miles in length, extending from Stewart to Murrays- 
ville, Pa., was completed and opened for traffic. The Turtle 
Creek Branch, extending from Brinton to near Wilmerding, 
Pa., a distance of over two miles, was also completed during 
the year 1891. In the following year the road was extended 
from Murraysville to Export, Pa., a distance of 4.6 miles. 


ADDITION TO CAMBRIA & CLEARFIELD RAILROAD 


The Ebensburg & Cresson Railroad was sold and reor- 
ganized on July 14th, 1891, as the Cresson Railroad Com- 
pany, and on August 6th, 1891, the latter Company was 
merged and consolidated into the Cambria & Clearfield Rail- 
road Company. This latter road was projected to develop 
the territory adjacent thereto in the Allegheny Mountain coal 
fields. Quite a large amount was expended during the year 
1891 in the construction of its main line and branches, which 
were expected to secure a valuable bituminous coal and 
miscellaneous traffic for the Pennsylvania Railroad System. 


ALLEGHENY VALLEY RAILROAD COMPANY REORGANIZED 


The protracted litigation in connection with the Alle- 
gheny Valley Railroad, which had extended over a period 
of seven years, was finally brought to a close by a sale on 
December 15th, 1891, under a judgment obtained on the 
coupons of the $10,000,000. Low Grade Division Mortgage, 
which had been purchased by the Pennsylvania Railroad 
Company under its guaranty. A reorganization was effected 
on February 6th, 1892, under the name of the Allegheny 
Valley Railway Company. This sale was made in pur- 
suance of an amicable agreement entered into between the 
parties in interest, under which the new Company issued 
$20,000,000. of 50-year 4% General Mortgage Bonds, guar- 
anteed principal and interest by the Pennsylvania Railroad 
Company. Of these Bonds a sufficient amount was to be 
retained by the Trustees to meet the then existing mortgage 
indebtedness of the Allegheny Valley Railroad Company, 
aggregating $16,800,000., of which the Pennsylvania Rail- 
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road Company was practically the guarantor, the balance to 


be used from time to time as additional capital was required. 
There were also authorized $18,000,000. of Preferred Stock 
and $12,000,000. of Common Stock, to be issued in exchange 
for the outstanding Income Bonds, overdue coupons and other 
securities of the old Company, and for its general purposes. 
Under this plan the road was relieved of a large amount of 
debt, the interest on which it was unable to pay, and with the 
approaching maturity of a portion of its Bonds and the con- 
version thereof into securities bearing a lower rate of interest, 
it was expected that it would prove more profitable with the 
foregoing changes in its capital structure. 


PRESIDENT ROBERTS EXPRESSES COMPANY’S 
GRATITUDE 


It may be of interest to quote the remarks of President 
Roberts to the stockholders of the Company at the annual 
meeting on March 8th, 1892, with respect to its moral obliga- 
tions to the City of Philadelphia, which so generously aided 
the Company in the time of need, and to the State of Penn- 
sylvania which gave it life. It indicates that the Company 
was conscientiously endeavoring to show its gratitude, and 
that it was not unmindful of its duty to the City and State. 
His remarks were as follows:— 


“The report before us shows that the Company 
has been in existence for at least forty-five years. It 
may not be unwise, in view of some recent criticisms 
upon the manner in which the shareholders have per- 
mitted their property to be managed, to explain as 
far as possible what has been their policy, and what 
they have accomplished for the City and Common- 
wealth with which they are so closely and intimately 
associated. 

Before my time, of course, the City of Philadelphia 
came to the aid of the shareholders in building up its 
property, and though it may be answered that she, 
as a corporation, has got back directly all the money 
and more than she invested, still that is an ungenerous 
answer to make to a friend who has'come to your aid 
when you needed it badly; and it is well for the share- 
holders here, probably, to pause a little and see if we 
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have done our duty to this municipality which helped 
us so kindly in time of need, and which, together with 
the Commonwealth that gave us birth, has stood man- 
fully behind us from that day to this, and look to you 
in your corporate capacity to be their bulwark and 
protect their interests in the competition that exists 
between the seaboard cities for the commerce of this 
great Country. 

In looking over the report, there are a few salient 
points which may be taken as milestones in the progress 
of this undertaking, and that will indicate, to a certain 
extent, not only the progress that the corporation has 
made, but whether or not it has performed its duty 
to the City of Philadelphia and the State of Pennsyl- 
vania. At the same time we must not be unmindful 
of the fact that the City of Pittsburgh and the County 
of Allegheny also came to the rescue of this Company 
in its time of need, that the City of Pittsburgh is a 
hive of industry, is one of your greatest sources of 
revenue, and has largely assisted the Company to 
better dividends for its stockholders. Looking back 
for a period of ten years only, you may note that the 
Pennsylvania Railroad Company as a corporation has 
expended in the City of Philadelphia nearly sixteen 
millions of money, an average of over one million and 
a half every year in improvements and facilities within 
the boundaries of the municipality. That is not an 
illiberal proportion of the entire amount of money 
that she has annually expended, standing the foremost, 
as she does now, among the railways of the Country 
and the amount which she annually dispersed in addi- 
tional improvements and in aiding the growth of the 
industries in the sections which are tributary to her. 
It is very seldom that this Company expends less than 
$1,000,000. in each and every calendar month in building 
up new avenues of trade and traffic and providing 
increased facilities for the public. 

Sometimes our friends on the other side of the 
water forget that we are a young Country, in which 
competition is active and where large sums of money 
have to be expended by individuals and corporations. 
Now, so far as this expenditure in the City of Phila- 
delphia is concerned, it cannot, of course, be denied 
that it was done to a certain extent for the purpose of 
increasing the earnings of the Company; but at the 
same time it is well to point out that this large sum of 
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money must be expended at the great terminal of this 
Company every year. Let us see in what way some 
of this has been expended. It may not be known to 
all here that until a very recent time there was no pier 
in the City of Philadelphia at which an ordinary modern 
steamship could land, except those owned and furnished 
by this corporation, and today every pier of that de- 
scription south of Shackamaxon Street has been pro- 
vided by the shareholders of this Company, and they 
have provided twelve such piers. In addition to these 
facilities, what have they done to aid in establishing 
the foreign commerce of this port? Some years since 
you established a steamship company—American Steam- 
ship Company—fostered by your corporation, in which 
you took four-sevenths of the original capital, after- 
wards increasing that from time to time, until you 
had over $1,000,000. invested in the Capital Stock 
of that Steamship Company, and in endeavoring to 
ascertain whether it could be made productive, not 
only to the interests of the Company, but of the City 
of Philadelphia. That $1,000,000. has been totally 
sunk. In addition to that this Company has faithfully 
paid its obligations as guarantor of the bonds all these 
years, so that it will have expended finally in the neigh- 
borhood of $3,000,000. more as a contribution on the 
part of your corporation to build up the commerce 
of this port—not an illiberal sum, and one which has 
given the Managers of your corporation some anxiety 
as to whether it was a right and proper policy to pur- 
sue. Again, what has been the increase of tonnage 
to and from the City of Philadelphia over your lines? 
The tonnage in and out of Philadelphia for a period 
of ten years has amounted to nearly 60,000,000 tons, 
so that the tonnage carried to and from the City of 
Philadelphia averages nearly 7,000,000, showing in all 
directions a good healthy increase. And at this point 
it might be well to observe what the City of Balti- 
more has done in the meantime. In 1865, it is stated 
by one of her most prominent citizens, the City of 
Baltimore controlled almost the entire bituminous coal 
trade to the seaboard; in the year of 1891 she con- 
trolled less than twenty-four per cent., and of that 
twenty-four per cent. one of the roads in your system 
carried a very large proportion. During the period 
from 1878 to 1891 this Company increased its coal 
and coke tonnage from 7,500,000 tons to 32,800,000 


232 


THE GROWTH AND DEVELOPMENT 


tons per annum, an increase in that period of over 
five hundred per cent. in coal and coke tonnage. You 
rank now as the largest coal carrying company in the 
United States, and seem to be destined to take the 
position of the largest coal carrier in the world. In 
the year 1864 the Pennsylvania Railroad Company 
moved in tons a trifle over 3,000,000; in 1891 she moved 
5,500,000 per month. In that, gentlemen, is to be 
found, in a measure, the reason why your Management 
asked from time to time for an increase of Capital Stock 
and other obligations of the Company. As before 
said, we must keep up with the march of progress, and 
not only keep up, but we must hold our position a 
little in advance of all other corporations. The moment 
this Company forgets that its duty is to be at the head 
of the list of the carrying companies of the United 
States, and ceases to have the ambition to become 
the first in the world, that moment do I wish to pass 
from its Management. 

But we started out to see whether or not this 
corporation has done rightly and properly by the city 
of Philadelphia. And here let me point out that the 
Pennsylvania Railroad Company does not occupy a 
street in the city of Philadelphia for which it has not 
paid liberally, and that all streets that are occupied 
by the lines in your system are occupied under rights 
granted before you became the owners of these cor- 
porations, and for which you had to pay roundly to 
those corporations when you acquired their control. 
I would cite as an instance the Philadelphia, Wilming- 
ton & Baltimore Railroad for which you paid. $17,000,000. 
and the Philadelphia & Trenton Railroad, where you 
are struggling to earn the ten per cent. per annum 
which you have to pay on their capital. 

The Pennsylvania Railroad with its main line in 
the city of Philadelphia does not cross an avenue at 
grade. It has been met generously by the municipality 
in the endeavor to relieve itself and the public of these 
dangerous crossings, but it may be well to note the 
millions of dollars which it has expended for the purpose 
of relieving the streets of these dangers. It had a per- 
manent right to the surface of Market Street, which 
it gave up without one penny of consideration, except 
the privilege of repaving the street, and it then expended 
nearly $6,000,000. on your Elevated Road in this city, 
so as to permanently avoid the occupation and ob- 
struction of the city’s highways. 


THE PENNSYLVANIA RAILROAD COMPANY 233 


In looking over the figures we find that the Penn- 
sylvania Railroad system has in its own capital and 
obligations and in those of other lines in its system, 
about $750,000,000. West of Pittsburgh will be found 
$250,000,000. of this investment, which was made by 
the Pennsylvania Railroad Company primarily for the 
interest of its shareholders, but it cannot be gainsaid 
that it was made likewise for the interests of the Com- 
monwealth of Pennsylvania and of the city of Phila- 
delphia. Through the expenditure of this large amount 
of money, your Company has secured two of the greatest 
avenues leading into the West, and reaching all the 
commercial centres that are worth reaching north of 
the Ohio and east of the Mississippi River, and brings 
by means thereof into this Commonwealth a flood of 
traffic and an interchange of commerce that no other 
corporation in the United States has pretended to 
control for the benefit of the city or State which gave 
it birth. 

It is probably wrong to draw comparisons, but 
the New York Central Railroad Company stands and 
is entitled to be looked upon as one of the foremost 
and best railway organizations in the United States, 
managed, we all understand, honestly and judiciously; 
and that corporation, as a corporation, has not invested 
for the State of New York or for itself one dollar of 
money west of Buffalo. 

There is another thing that we might as well refer 
to here, in connection with the most important industry 
of the State of Pennsylvania, and that is, that it was 
through the instrumentality of this Company that the 
manufacture of Bessemer steel was made possible in 
the United States. It made the first subscription to 
the Pennsylvania Steel Company, and a liberal one, 
to back up that made by individuals, and through the 
honesty and wise management of that corporation, 
and the fostering care it has received, it has grown to 
be a most profitable undertaking. But outside of all 
that, through these subscriptions it showed that steel 
rails could be made in the United States, and today 
nearly all the steel rails that are used in the United 
States are made here, and the price has been reduced 
from $125. to $30. per ton. The Bessemer steel that 
is made in the United States is a prominent feature 
of its manufacturing industries, and this Company has 
shown its faith in that which it originally started by 
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purchasing nearly 100,000 tons of steel rails through 
the past year and using them in construction and re- 
pairs, consuming ten and a half tons of steel rails every 
hour. You held on to your investment in that cor- 
poration as long as it seemed necessary to put its success 
beyond question, and then wisely passed its control 
over absolutely to the individual shareholders, leaving 
them to manage it in such a manner as they deemed 
wise and best. 

I think now, probably, I have said all that is neces- 
sary. What your Company has done for this Com- 
monwealth and for this city in the past is, perhaps, 
hardly a measure of what it will do in the future, and 
the millions of money that are expended every year 
for the development of the State by building new branch 
roads and the opening up of new industries and manu- 
factures must go on increasing. In the city of Phila- 
delphia it is today, as it always. has been, ready to 
promote anything that will tend to the industry and 
prosperity of the community. It will build more 
wharves, it will invest more money in elevators, it 
will help the manufacturing industries, it may sub- 
sidize other steamship lines for the purpose of pro- 
moting the commerce of this city, if the citizens will 
only respond by coming forward and doing their share. 
It is disheartening that the investment in the Girard 
Point Elevators and in the elevators at the foot of 
Washington Avenue, of between $2,000,000. and 
$3,000,000. by this Company, should be unproductive. 
They are there to facilitate and stimulate traffic, but 
they are not as prosperous as they should be. This 
Company’s interest is in making them prosperous, 
and with the vigorous co-operation of the community 
they will be made so. 

This Company has stood by the Philadelphia & 
Erie Road for half a century, until it has finally reached 
a point where it is self-supporting, and in doing so has 
built up an important traffic for this city and State; 
but if anything is lacking let the citizens of Philadelphia 
point it out, and if it is within reason this Company 
will, as it has heretofore done, cheerfully join with 
them and endeavor to promote the prosperity of this 
city and State, for in their prosperity is to be found 
the prosperity of this corporation. 

Let it not be forgotten that you have contributed 
within the last ten years $12,000,000. in taxes to this 
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city and State, an average of $1,200,000. a year— 
a sum of money that ought to go far towards insuring 
good government in any law-abiding community. 

As I said before, I am glad to have this opportunity 
to point out what the management has done; and if 
the shareholders, who are so deeply interested think 
that the management should go forward more rapidly 
and do more, they will only be too glad to do it. But 
remember that we are your trustees, and we cannot 
undertake to go beyond the bounds of what we believe 
to be good judgment in using the funds of the Com- 
pany in the direction in which they have been so liberally 
used heretofore, that is, in the promotion of elevators, 
steamship lines, and other facilities to build up com- 
merce and stimulate traffic.” 


KENSINGTON & TACONY RAILROAD 


On June 22nd, 1892, the Kensington & Tacony Rail- 
road, extending from a junction with the Philadelphia & 
Trenton Railroad, at Tioga Street, Philadelphia, to a con- 
nection with the same road at Tacony, a distance of over 
five miles, was completed and opened for traffic. 


MINERSVILLE BRANCH 


On August Ist, 1892, the Minersville Branch, extending 
from a junction with the Pennsylvania Schuylkill Valley 
Railroad at Pottsville to Primrose, 714 miles in length, was 
completed and opened for traffic. 


CAMBRIA & CLEARFIELD RAILROAD 


The Cambria & Clearfield Railroad was so far completed 
in 1892 that the portion of the line between Cresson and 
Mehaffey, together with a number of branches, making an 
‘aggregate of 80 miles, were opened for traffic at the close of 
that year. The development of the mining industries on this 
road had exceeded the most sanguine expectations, and it 
was believed that it would be one of the most valuable 
bituminous coal feeders of the Main Line. Further exten- 
sions were contemplated in 1893. 
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CONTROL OF ROAD BETWEEN CRESSON AND IRVONA 


On January 2nd, 1893, a lease was made of the Cresson 
and Clearfield County & New York Short Route Railroad, 
a local road extending from Cresson, on the Main Line, to 
Irvona, a distance of 2644 miles. This line was built to 
develop what was known as the “‘Mountain Coal District” 
in the Alleghenies, and under the lease the tonnage of that 
road was permanently secured to the Pennsylvania Railroad. 
The latter purchased a majority of its Capital Stock in the 
year 1893, but in 1894 the road was sold out under foreclosure 
proceedings. It was reorganized with a reduced capitaliza- 
tion on July 3rd, 1894, as the Irvona & Cresson Railroad 
Company, in which the Pennsylvania Railroad Company 
secured a controlling interest. 


TOLEDO, WALHONDING VALLEY & OHIO RAILROAD 


On the Lines West of Pittsburgh, that portion of the 
Toledo, Walhonding Valley & Ohio Railroad, 4514 miles in 
length, lying between Coshocton, on the Pittsburgh, Cin- 
cinnati, Chicago & St. Louis Railway, and Loudonville, O., 
on the Pittsburgh, Ft. Wayne & Chicago Railway, was com- 
pleted and opened for traffic in the early part of 1893. This 
line not only formed a connection between the Southwestern 
and Northwestern Systems of the Pennsylvania Lines West 
of Pittsburgh, but also afforded one of the most direct routes 
between the coal fields of Southern Ohio and the Lake ports. 


CASH AND SCRIP DIVIDENDS 


In May, 1893 (panic year), a dividend of 2% in scrip, 
redeemable in cash or stock, was paid by the Pennsylvania 
Railroad Company in addition to the semi-annual cash divi- 
dend of 24%4%. Practically all of this scrip was later con- 
verted into Capital Stock. A cash dividend of 21%4% was 
also paid in November, 1893, making the total dividends 
for the year 7%. 


CRESHEIM BRANCH 


On July 30th, 1893, the Cresheim Branch of the Phila- 
delphia, Germantown & Chestnut Hill Railroad, extending 


THE PENNSYLVANIA RAILROAD COMPANY 237 


from its connection with the foregoing railroad at Cresheim 
Junction, near Allen Lane Station, to Fort Hill, on the 
Trenton Cut-off, a distance of nearly six miles, was com- 
pleted and opened for traffic. 


CONTROL OF ROUTE TO ST. LOUIS 


The St. Louis, Vandalia & Terre Haute Railroad, which 
was built in 1868 by the Pennsylvania Railroad Company, 
in conjunction with the Terre Haute & Indianapolis Rail- 
road Company, for the purpose of extending the Pennsyl- 
vania Railroad System to St. Louis, passed at that time 
by lease under the direct control of the Terre Haute & 
Indianapolis Railroad Company. The Pennsylvania Railroad 
Company had no ownership in this latter road so that while a 
majority of the Capital Stock of the Vandalia line was owned 
by the Pennsylvania Railroad Company, it had no voice in its 
management. Therefore, when an opportunity presented 
itself in 1893, the Pennsylvania Company purchased a large 
majority of the Capital Stock of the Terre Haute & Indian- 
apolis Railroad Company, and thus finally secured control of 
the direct line to St. Louis. The latter Company in addi- 
tion operated through lease or ownership the Terre Haute 
& Logansport Railroad and the Indiana & Lake Michigan 
Railway, extending from Terre Haute via Logansport to St. 
Joseph, Mich., and also the Terre Haute & Peoria Railroad, 
extending from Farrington to Peoria, Ill., making in all an 
aggregate of 637 miles coming under control of the Pennsyl- 
vania Railroad Company. The Indiana & Lake Michigan 
Railway, running from South Bend, Ind., to St. Joseph, 
Mich., was subsequently sold out under foreclosure proceed- 
ings, and is now part of the New York Central System. 


PURCHASE OF MAJORITY OWNERSHIP OF TOLEDO, 
PEORIA & WESTERN RAILWAY 


In 1893 the Pennsylvania Railroad Company, in order 
to obtain a more direct connection between its Southwestern 
Lines and the Chicago, Burlington & Quincy and other western 
railroads, acquired the ownership of a majority of the Capital 
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Stock of the Toledo, Peoria & Western Railway, 231 miles in 
length, and extending from one of the western termini of the 
Pittsburgh, Cincinnati, Chicago & St. Louis Railway at the 
Illinois State Line, by way of Peoria, to Warsaw, Ill. This 
road formed a natural extension of the last mentioned road 
to the Mississippi River, and traversed a fine belt of farming 
country, besides reaching the important cities of Peoria, 
Keokuk and Burlington, and it was believed that its acquisi- 
tion would be of value to the Pennsylvania Railroad System. 
Negotiations were being conducted with the Chicago, Burling- 
ton & Quincy Railroad Company for such joint ownership and 
management of this property as would be to the mutual 
interest of both companies, and enable them to take advantage 
of its important geographical location.. The Burlington road 
later did take a half interest in the Toledo, Peoria & Western 
Railway Company. It proved an unprofitable investment for 
the two Owning Companies and was recently sold out under 
foreclosure proceedings. 


PURCHASE OF CLEVELAND & MARIETTA RAILWAY 


With the view of securing a more permanent control of 
a fair share of the coal traffic destined to Toledo and the 
State of Michigan than could be obtained through a traffic 
contract, the Pennsylvania Company purchased in 1893 the 
Cleveland & Marietta Railway, extending from Canal Dover, 
its point of connection with the Cleveland & Pittsburgh Rail- 
road, to Marietta, on the Ohio River, a distance of 97 miles, 
and passing through the extensive Cambridge coal field of 
Ohio. The line not only secured the coal traffic referred to, 
but also gave the large iron manufacturing interests in the 
Mahoning and Shenango Valleys of Ohio a direct connection 
with the Southwest. 


GENERAL OFFICES MOVED TO BROAD STREET STATION 


The work of extending Broad Street Station, Philadel- 
phia, and of constructing the new building in connection 
therewith for the General Offices of the Company, was com- 
pleted and the removal from No. 233 South Fourth Street to 
the new location made on July 9th, 1894. The railroad 
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facilities of this Station and the character of the General 
Office Building made it one of the largest and most important 
terminal stations in the Country. 


EBENSBURG & BLACK LICK RAILROAD 


On October 22nd, 1894, the Ebensburg & Black Lick 
Railroad, 12 miles in length, extending from its junction with 
the Ebensburg Branch at Ebensburg, to a bridge over Black 
Lick Creek, east of Vintondale, was completed and placed in 
service. 


LONDON FINANCIAL AGENT 


On March 27th, 1895, the London Joint Stock Bank, 
Ltd., with which the Pennsylvania Railroad Company had 
for many years maintained intimate business relations, was 
appointed its financial agent in London. Through the 
establishment of this agency, the English stockholders were 
enabled to receive their dividends on the same date as the 
American shareholders and at their full equivalent in sterling. 
This is now the Midland Bank, Ltd., has over 2,000 Branches, 
and is probably the largest Bank in the World.. 


JOINT TRAFFIC ASSOCIATION FORMED 


Reference was made in the annual report for 1895 to 
the formation of a Joint Traffic Association, through the 
instrumentality of which it was expected that substantial 
economies could be enforced in the administration of the 
Country’s transportation service and greater stability and 
uniformity of rates secured to the public, thus preventing 
violent fluctuations which tended to disturb values and cause 
unjust discrimination. It was stated that while sufficient 
time had not elapsed to thoroughly test its workings, yet 
enough had been accomplished in the correction of evils to 
demonstrate its value not only to the railroads, but to the 
public. The results thus far had justified the belief that the 
Interstate Commerce Commission would have to look to it, 
or some like organization, for the potent agency to enable it 
to enforce the provisions and secure the results sought to be 
accomplished by the passage of the Interstate Commerce Act. 


nn EE 
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DELAWARE RIVER BRIDGE 


On March 16th, 1896, the Pennsylvania and New Jer- 
sey Railroad Companies of Pennsylvania and New Jersey, 
which were incorporated for the construction of the bridge 
across the Delaware River east of Frankford Junction, were 
consolidated to form the Delaware River Railroad & Bridge 
Company, and $1,300,000. of its 40-year 4% Bonds dated 
August 1st, 1896, and maturing August Ist, 1936, were issued 
and sold. The principal of, and interest on, these Bonds 
were guaranteed by the Pennsylvania Railroad Company, 
and the proceeds from the sale were used to pay a portion 
of the cost of the bridge and of branches connecting it with 
the Pennsylvania Railroad. The bridge was completed on 
April 19th, 1896, it being 4,397 feet in length; the main 
river bridge consisting of three spans 1,944 feet in length, 
with an iron viaduct approach 2,129 feet in length on the 
Pennsylvania side and one 324 feet in length on the New 
Jersey side. 


FIFTIETH ANNIVERSARY 


On April 13th, 1896, a celebration commemorating the 
50th Anniversary of the incorporation of the Pennsylvania 
Railroad Company was held in the General Office Building and 
the Academy of Music, Philadelphia, to which latter the 
stockholders were invited. President Roberts delivered the 
opening address and recalled many incidents in the early 
history of the Company, presenting statistics showing its 
remarkable development in mileage, traffic and revenue, and 
paid a tribute to the fidelity and efficiency of the employes, 
through whom these gratifying results had been attained. 
Addresses were also made by Governor Daniel H. Hastings, 
of Pennsylvania, Mayor Charles F. Warwick, of Philadelphia, 
Clarence Burleigh, City Attorney of Pittsburgh, J. Twing 
Brooks, Second-Vice-President of the Pennsylvania Com- 
pany, and Joseph H. Choate, of New York. 
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BELVIDERE DELAWARE RAILROAD CONSOLIDATION 


On April 14th, 1896, the Martin’s Creek Railway Com- 
pany of Pennsylvania, the Enterprise Railroad Company and 
Martin’s Creek Railway Company of New Jersey were con- 
solidated into and with the Belvidere Delaware Railroad 
Company. 


WEST JERSEY & SEASHORE RAILROAD COMPANY FORMED 


On May 4th, 1896, the West Jersey Railroad, Alloway 
& Quinton Railroad, West Jersey & Atlantic Railroad, the 
Camden & Atlantic Railroad, Chelsea Branch Railroad and 
the Philadelphia, Mariton & Medford Railroad Companies, 
which extended to southern New Jersey seashore points, and 
all of which were either directly or indirectly controlled by the 
Pennsylvania Railroad Company, were consolidated into one 
corporation under the title of the ‘‘West Jersey & Seashore 
Railroad Company.” These several railroads had the fol- 


lowing mileage:— 
Miles 
West Jersey Railroad. Extending from Camden to Cape May, 
with branches to Swedesboro, Salem, 
Bridgeton, Port Norris, Sea Isle City, 
Ocean City, Stone Harbor and Holly 


FPLC Te LOCA se was ye vlna caste eae one 184.84 
Alloway & Quinton 
PRIEOA ciate hl gS! 0:86 Extending from Alloway Station on West 
Jersey Railroad, to Quinton, Salem 
COMME ais kde a suas o 2 vicerat eit cae 4.22 
West Jersey & Atlan- 
tie Ratroad..... 2% Extending from a connection with West 
Jersey Railroad at Newfield to Atlantic 
CUE yee ads a to peo a de Mago asters 32.60 


Camden & Atlantic 
FRAUEORAS ofeie's: aeaae 1d Extending from Camden to Absecon Inlet, 
a distance of about 60 miles, with a 
branch to Longport seven and one-half 
miles in length, or a total distance of... 67.50 


SOA Sane His G's od wiv & Authorized to construct a railroad from a 
point in Maine Avenue, Atlantic City, 
to a point in or near Chelsea, of which 
there had been constructed............ 1.23 
Philadelphia, Marlton 
& Medford Railroad. Extending from Haddonfield, on Camden 
& Atlantic Railroad, to Medford, a 
Cistance. OLLADOUC eet. veleclsces wae ence 11.98 
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FINANCIAL DETAILS OF CONSOLIDATION 


The authorized Capital Stock of the consolidated Com- 
pany amounted to the aggregate number of shares which the 
Companies merged were authorized to issue, viz: $8,180,000., 
par value $50. each, of which $104,000. was to remain as 
Special Guaranteed Capital Stock as then issued and out- 
standing by the West Jersey Railroad Company. The right 
was given to the owners of the latter security to exchange 
it for Special Guaranteed Capital Stock of the West Jersey 
& Seashore Railroad Company, or under the terms of the 
agreement the Directors of. the latter Company could offer 
to the holders of the Special Guaranteed Capital Stock of 
the West Jersey Railroad Company, in lieu of this Stock, 
Debenture Certificates of the consolidated Company, bear- 
ing 6% interest per annum. The Common Capital Stock of 
the West Jersey & Seashore Railroad Company was to be 
issued at par in exchange for the Capital Stock of the con- 
solidated Companies, but not the same number of shares as 
had been issued by the respective companies before the con- 
solidation, for the reason that the exchange value of the 
Capital Stock of all the Companies, except one, was less 
than the par value ($50.) of the Capital Stock of the new 
Company. The following statement indicates the prices at 
which the exchange was made:— 


Out- Price at 
standing which 
Capital exchange 
Stock was made 
West Jersey Railroad Company............ $2,727,100. $60. per share 
Alloway & Quinton Railroad Company..... 46,500. $20. per share 


West Jersey & Atlantic Railroad Company. 1,080,000. $20. per share 
Camden & Atlantic Railroad Company 


K Com) a y.w hea eres Rte eee 377,900. $20. per share 
Camden & Atlantic Railroad Company 
CEEG ioe. 5.4 «nis Uiualc eg ates Sameer ee atta 880,250. $45. per share 
Chelsea Branch Railroad Company........ 50,000. $20. per share 
Philadelphia, Marlton & Medford Railroad 
KCOMPEINY Mass,s: avs. ces ete detreree eaten mieten 102,900. $15. per share 
PLOLAL ECA Sauk at eal w 6. dere sie eee $5,264,650. 


In the exchange and conversion provided for in the agree- 
ment, the consolidated Company was to issue, for all fractions 
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of shares of Capital Stock, non-interest bearing scrip con- 
vertible into Stock when presented in the sums of $50. or 
multiples thereof on or before January Ist, 1897, after which 
date the said scrip was to be redeemable in cash. 


CAR TRUSTS 


At the annual meeting of the stockholders on March 10th, 
1896, President Roberts, in explaining the operations of the 
Company for 1895, among other things clearly set forth the 
condition of the Car Trusts, stating that 60,000 cars had 
been built through their instrumentality, which was merely 
a borrowing of money upon a pledge of the cars until their 
entire cost was discharged through a series of annual pay- 
ments; that this system was instituted when the credit of 
the Company was not quite as good as it was in 1896, and 
when money commanded a higher rate of interest; that 
this plan of purchasing cars had been discontinued for the 
time being, and the necessity would probably not occur 
again for resorting to that method of financing. The 60,000 
cars acquired through the medium of Car Trusts had involved 
an outlay of approximately $31,000,000., all of which had 
been paid off with the exception of about $5,500,000., and 
when that sum was discharged the balance of the cars num- 
bering 27,500 would come into the direct ownership of the 
Pennsylvania Railroad Company and its allied lines. 


GRAND RAPIDS & INDIANA RAILROAD COMPANY 
REORGANIZED 

The foreclosure proceedings instituted by the Pennsyl- 
vania Company against the Grand Rapids & Indiana Rail- 
road Company resulted in the sale of that property and its 
reorganization on August Ist, 1896, as the Grand Rapids & 
Indiana Railway Company, upon a basis more nearly cor- 
responding to its earning capacity. The main line of this 
Company extended from a connection with the Pittsburgh, 
Ft, Wayne & Chicago Railway at Fort Wayne, Ind., to 
Mackinaw City, Mich., a distance of about 367 miles. It 
also owned a number of branches and controlled several small 
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railroad companies in Michigan, the total length of line owned 
and controlled amounting to 589 miles. The Pennsylvania 
Company continued as the majority stockholder in the new 
Company. 


MANAGERS OF TRUST PAY MATURING OBLIGATIONS 


The Bonds of the American Steamship Company, amount- 
ing to $1,500,000.,.the principal and interest of which were 
guaranteed by the Pennsylvania Railroad Company, matured 
on October Ist, 1896, and $1,485,000. thereof, which had been 
presented for payment up to the close of 1896, were paid out 
of the Managers of the Trust Fund created October 9th, 1878, 
there being no property held by the Steamship Company for 
the payment of these obligations. This same action was 
taken with respect to the interest on the Bonds of the Penn- 
sylvania Canal Company, which was also guaranteed by 
the Pennsylvania Railroad Company, so that the payment 
of these large and practically unsecured obligations would 
not have to be met out of the current revenues of the 
Company. 


DEATH OF PRESIDENT ROBERTS 


On January 30th, 1897, President Roberts died at his 
home in Bala, Montgomery County, Pa., at the age of 64, 
after a service of 36 years with the Pennsylvania Rail- 
road Company, for nearly 17 of which he was the Chief 
Executive of the Company. During his Administration many 
important additions were made to the System, the most 
important of which were the acquisition of the Philadelphia, 
Wilmington & Baltimore Railroad Company; the construc- 
tion of the Pennsylvania Schuylkill Valley Railroad; the 
Trenton Cut-off; the Philadelphia, Germantown & Chestnut 
Hill Railroad; the Delaware River Bridge; the Filbert Street 
Extension, and the building and enlargement of Broad Street 
Station, Philadelphia. He was also the administrative head 
of the Pennsylvania Lines West of Pittsburgh during this 
period. 
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MINUTE OF BOARD OF DIRECTORS 


The following paragraph extracted from the Minute 
adopted by the Board of Directors of the Pennsylvania 
Railroad Company on February Ist, 1897, indicates the 
policy pursued by President Roberts and that of his two 
predecessors, which emphasizes the statement made in earlier 
pages of this review that the Pennsylvania Railroad Com- 
pany has always been fortunate in having as its chief execu- 
tives men peculiarly fitted to meet the varying business 
conditions through which the Country was passing Set 
their respective Administrations :— 


“It has been fortunate for the Company that in 
the period covered by his term of office as President 
many of the vital questions bound up with its welfare 
have had to be largely solved. The great system which 
had its foundation laid by Mr. J. Edgar Thomson, 
and which had been broadened and strengthened under 
the active and enterprising administration of Mr. 
Thomas A. Scott, then needed most of all the strong 
and conservative policy which marked Mr. Roberts’ 
career to round up and make symmetrical the work of 
his predecessors. Through his labors many perplexing 
problems incident to its rapid growth have been dis- 
posed of, and the management fortunately left free 
to meet the new difficulties growing out of the un- 
restricted competition between the transportation lines 
and the unsettled condition of our commercial and 
political affairs. 

Careful in reaching a conclusion, and only determin- 
ing upon a course to be pursued after exhaustive inves- 
tigation, no one could act more promptly or vigorously 
when the proper time arrived; and the members of the 
Board do not need to have recalled to them the many 
instances where great responsibilities were suddenly as- 
sumed by him, and where the outcome of his action was 
invaluable to the Company’s interests. 

His official relations with those in the service were 
marked by the kindliest consideration, and no one could 
be more patient in listening even when the views expressed 
might be directly antagonistic to his own. His inter- 
course with the public in the many business and social 
phases of life showed the same modest bearing and con- 
scientious discharge of obligation that marked his career 
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as the President of the Company, and in the home life, 
to which he was devoted, he found that rest and relaxa- 
tion which lightened the labors of his busy career.” 


STATISTICAL DATA 


The following operating, traffic and financial statements 
are of interest as indicating the growth and development 
of the Company during the administration of President 
Roberts :— 
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DIRECTORS 


The following is a list of the Directors who served during 
President Roberts’ Administration, together with the dates 
of their election and the end of their service:— 


Name of Director Elected 
BRIAN FSACON, cet oe - «acc c March 3, 1856, 
NW ISP WOETES. 0k. Sa cc we January 29, 1858, 
George B. Roberts... 25... . May 3, 1869, 


Roetemaned Smut ov aa «sins 6-2 
cc ae Us. 5 August 1, 1874, 


Alexander M. Fox. .......... March 6, 1871, 
Samuel M. Felton............ February 26, 1873, 
N. Parker Shortridge......... March 24, 1874, 
Henry M> Phillips. 5/552. << c.s- i. 
Alexander Biddle............ +4 

Pied hay CESBAUE sted oeress © cle aoe July 1, 1874, 

PMU Ree a kisinrs fee okra September 12, 1883, 
Daniel B. Cummins.;:........ March 26, 1878, 
feury-br Welsh: ov. a. aie «=: sis a 
John Price Wetherill......... March 27, 1878, 
William L. Elkins............ March 25, 1879, 
James McManus 2). 003. ss March 23, 1880, 
William Thaw 25 2. on. Sa February 9, 1881, 
Henry H. Houston........... March 22, 1881, 
Joseph N. DuBarry.......... October 1, 1882, 
Mranh, (idnsOns Seas cs otsee ig 
A fe sre Sf ao eee a ve 
Clement A. Griscom.......... September 24, 1884, 
Benjamin B. Comegys........ November 9, 1887, 
SEMIS Peet RECON es 1 ts Uy a whip November 28, 1888, 
William H. Barnes........... December 11, 1889, 
eer e WOO: occ isle sabe March 24, 1891, 
Charles EB, Pugh. ica. ceene March 1, 1893, 

Co Stuart Pattersons. ... 22. July 2, 1895, 


Effingham B. Morris......... December 31, 1896, 


End of Service 
February 3, 1881; 
March 23; 1891; 
January 30, 1897; 
March 1, 1873; 
June 30,1888; 
October 6, 1907; 
September 12,1883; 
January 3, 1915; 
August 28, 1884; 
May 2, 1899; 
October 1, 1882; 
December 28, 1906; 
November 9, 1887; 
December 19, 1896; 
September 17, 1888; 
November 7, 1903; 
March 22, 1881; 
August 17, 1889; 
June 21, 1895; 
December 17, 1892; 
June 5, 1899; 
March 24, 1909; 
November 10, 1912; 
March 29, 1900; 
December 16, 1906; 
May 5, 1918; 
February 17, 1926; 
February 28, 1911; 
November 8, 1924. 


Coe eee ere reson ees 
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FRANK THOMSON 
SIXTH PRESIDENT, 1897-1899 


N February 3rd, 1897, Frank Thomson was elected 
O President of the Pennsylvania Railroad Company. He 

was born in Chambersburg, Pa., on July 5th, 1841, 
and received part of his education in the Chambersburg 
Academy. In 1858, at the age of 17, he entered the service 
of the Pennsylvania Railroad Company as an apprentice in 
the shops at Altoona, Pa., where he remained until the open- 
ing of the Civil War, when Col. Thomas A. Scott, then a 
Vice-President of the Company, selected him as one of his 
aides in the management of military roads and telegraph lines 
of the Government. He continued this service until June, 
1864, when he resigned to become Superintendent of the 
Eastern Division of the Philadelphia & Erie Railroad. In 
March, 1873, he became Superintendent of Motive Power of 
the Pennsylvania Railroad Company, and on July Ist, 1874, 
was appointed General Manager of the Lines East of Pitts- 
burgh and Erie. On October 9th, 1882, he was elected 
Second Vice-President; on June 27th, 1888, First Vice- 
President; and on February 3rd, 1897, as above stated, he 
became President. 


ADDITIONAL FERRY SERVICE 


The Pennsylvania Railroad Company deemed it wise 
to further increase its ferry facilities across the Hudson River 
by the establishment of a new uptown ferry service between 
Jersey City and 23rd Street, New York City, so as to better 
accommodate the important business and residential centres 
in that City. This service was begun on May 16th, 1897. 


PURCHASE OF BROOKLYN ANNEX 


In 1897 the property known as the Brooklyn Annex, 
comprising the ferryboats operating between the Jersey City 
piers of the Pennsylvania Railroad and Brooklyn and other 


FRANK THOMSON 
Sixth President—February 3rd, 1897, to June 5th, 1899, 
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points in New York Harbor, was purchased by the Com- 
pany with the view of improving the service and facilities 
for the passenger traffic to and from those important traffic 
centres. 


TWO WESTERN CONNECTIONS REORGANIZED 


On June 29th, 1898, the Cincinnati & Muskingum Valley 
Railway, extending from Dresden Junction, O., to Morrow, 
O., a distance of 148 miles, having been sold under fore- 
closure proceedings, was purchased in the interest of the 
Pennsylvania Company and reorganized under the name of 
the Cincinnati & Muskingum Valley Railroad Company. 

The Terre Haute & Logansport Railroad, one of:the 
lines embraced in the St. Louis, Vandalia & Terre Haute 
Railroad System, having been sold under the mortgage 
securing $1,000,000. of its 6% Extension Bonds, was pur- 
chased by the Pennsylvania Company on November 18th, 
1898, and reorganized under the name of the Terre Haute 
& Logansport Railway Company. Its line extended from 
Rockville, Ind., to South Bend, Ind., a distance of 159 
miles, that part of the road from Terre Haute to Rockville 
having previously been leased to the Chicago & Eastern 
Illinois Railroad Company. 


ADDITIONAL TRACKS ACROSS ALLEGHENY MOUNTAINS 


As the double track line operated over the Allegheny 
Mountains and through the Gallitzin Tunnel had become 
inadequate to meet the demands of the constantly increas- 
ing traffic of the Pennsylvania Railroad System, it was neces- 
sary to add materially to the facilities on that portion of the 
road. For this purpose the Portage Tunnel was rebuilt in 
1898 and the Portage Railroad double tracked between Cres- 
son and Bennington on the Main Line, a distance of about 
five miles. Four tracks were also completed between Altoona 
and Kittanning Point, so that with the exception of a sec- 
tion about four miles in length between Kittanning Point and 
Allegrippus, where three tracks were in operation, there 
was a complete four track system from Altoona, at the foot 
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of the eastern slope, to Lilly, on the western side of the 
Allegheny Mountains, a distance of about 17 miles. 


JOINT TRAFFIC ASSOCIATION DISSOLVED 


The Management, in referring to the Joint Traffic 
Association which had been formed in 1894 for the purpose 
of securing stability and uniformity of rates to the public 
and the prevention of violent fluctuation therein, stated that 
after its formation the legality of the Association was attacked 
in the courts, and in 1898 the United States Supreme Court 
held it to be in violation of the Anti-Trust Act, in accordance 
with which the agreement under which it was formed was 
cancelled and the Association dissolved. Therefore, as the 
railroads were not permitted to make agreements for the 
establishment and maintenance of reasonable rates on traffic, 
the hope was expressed that legislation would be promptly 
enacted to enable railroad managements to maintain their 
roads in the highest state of efficiency for the safety and 
accommodation of the public, and to protect the interest of 
their owners as well as the employes. 


IMPROVED FERRY AND RAIL SERVICE FOR SEASHORE 
TRAFFIC 

The ferry facilities on the Delaware River were greatly 
improved in 1898 by the reconstruction of the slips and sta- 
tion at Market Street Wharf, Philadelphia. The passenger 
travel over the seashore lines controlled by the Pennsylvania 
Railroad Company was greatly benefited by this improve- 
ment, while the double tracking of the West Jersey & Sea- 
shore Railroad between Camden and Atlantic City, com- 
pleted in the early part of 1898, enabled the operation of a 
much more satisfactory service. Some steel rails 60 feet in 
length (30 feet was then standard) were used on this double 
track work, but the results did not at that time justify their 
general adoption. 


CONSOLIDATION OF FERRY COMPANIES 


On April 1st, 1899, the Camden & Philadelphia Steam- 
boat Ferry Company and the West Jersey Ferry Company, 


= 
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the owners of the ferries operating between Philadelphia and 
Camden, were consolidated into the Philadelphia & Camden 
Ferry Company. The original Ferry Companies held very 
old Charters, the first named being incorporated on March 
Sth, 1836, and the second on January 3lst, 1849. 


DEATH OF PRESIDENT THOMSON 


On June 5th, 1899, President Thomson, after a brief 
illness, died at his home in Merion, Pa. Practically his 
whole life was spent in the service of the Pennsylvania Rail- 
road Company. Having early familiarized himself with the 
improvement of motive power and equipment and the struc- 
ture and maintenance of track, and adding to this the experi- 
ence gained as General Manager and later as Vice-President 
in charge of the Transportation and Traffic Departments of 
the Company’s service, he was admirably equipped for the 
administration of the various departments of the service. 
The Board of Directors, in recording his death, adopted an 
appropriate minute on June 7th, 1899, from which the fol- 
lowing paragraph has been extracted:— 


“In placing this minute of Mr. Thomson’s death 
on the records of the Company, the Board is but attempt- 
ing to do justice to the exceptional ability, devotion to 
duty, keen perception, sound judgment, and prompt 
execution, which made him so important a factor, not 
only in our own councils, but in the deliberations of the 
trunk lines and other important railway assemblages; as 
well as to the charming traits of personal character that 
won for him the affection and esteem of his associates, 
and make his loss one to be deeply and widely deplored.”’ 


STATISTICAL DATA 
While the Administration of President Thomson covered 
a period of only slightly over two years, the operating and 
traffic statistics and financial statements are given so as to 
preserve the continuity of the information throughout this 
review :— 
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DIRECTORS 


The following is a list of the Directors who served during 
the Administration of President Frank Thomson, together 
with the dates of their election and the end of their service :— 


Name of Director Elected End of Service 
Alexander M. Fox......... March 6, 1871, October 6, 1907; 
N. Parker Shortridge....... March 24, 1874, January 3, 1915; 
Alexander Biddle.......... she May 2, 1899; 
William L. Elians...go¢---. 5 March 25, 1879, November 7, 1903; 
Frank Thomson... .....«.. October 1, 1882, June 5, 1899; 

John P. Green... 378.0056 *S March 24, 1909; 
A, J; Cassatt...) .aen ese July 1, 1874, October 1, 1882; 

SF i. aria ria arnt are dae September 12, 1883, December 28, 1906; 
Clement A. Griscom........ September 24, 1884, November 10, 1912; 
Benjamin B. Comegys...... November 9, 1887, March 29, 1900; 
AMOS RA LIEGE iis: custetolsekedsca November 28, 1888, December 16, 1906; 
William H. Barnes........> December 11, 1889, May 5, 1918; 
George Woodie sas 6 sees ss March 24, 1891, February 17, 1926; 
Charles K. Pugh.’ vec... 00s March 1, 1893, February 28, 1911; 
C. Stuart Patterson........ July 2, 1895, ‘ November 8, 1924; 
Effingham B. Morris....... December 35, 1896," ~ >. so cet eee 
Sutherland M. Prevost..... February 10, 1897, September 30, 1905; 


Thomas DeWitt Cuyler... .May 10, 1899, November 2, 1922. 


—_ 


ALEXANDER JOHNSTON CASSATT 
Seventh President—June 9th, 1899, to December 28th, 1906. 
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ALEXANDER JOHNSTON CASSATT 
SEVENTH PRESIDENT, 1899-1906 


LEXANDER JOHNSTON CASSATT was elected 
A President of the Pennsylvania Railroad Company on 
June 9th, 1899. He was born in Pittsburgh, Pa., on 
December 8th, 1839, and received his ‘early education in 
the common schools of that City; later when his father 
resided in Europe, he attended the Continental Schools and 
Darmstadt University. Upon his return to this country, 
Mr. Cassatt entered the Rensselaer Polytechnic Institute at 
Troy, New York, from which he was graduated in 1859 as 
a Civil Engineer. His first engagement in the railroad pro- 
fession was as an engineering assistant in the location of a 
railroad in Georgia, but with the outbreak of the Civil War 
in 1861 he went to Philadelphia, where he entered the service 
of the Pennsylvania Railroad Company as a rodman. His 
knowledge of the technical and other features of railroad 
operation soon attracted attention and promotions followed 
rapidly, first, as Assistant Engineer in the construction of 
the Connecting Railway, linking the Pennsylvania Railroad 
to the Philadelphia & Trenton Railroad in Philadelphia 
(1863-1864); then Resident Engineer of the Middle Division 
of the Philadelphia & Erie Railroad (1864-1866); Superin- 
tendent of the Warren & Franklin Railroad, and of Motive 
Power and Machinery of the Philadelphia and Erie Rail- 
road (1866-1867); Superintendent of Motive Power and 
Machinery of the Pennsylvania Railroad (1867-1870); Gen- 
eral Superintendent of the Pennsylvania Railroad (1870-1871). 
In December, 1871, as the result of the enlargement of 
the Pennsylvania Railroad System through the lease of 
the lines of the United New Jersey Railroad & Canal Com- 
pany, he was appointed General Manager of the line from 
Jersey City to Pittsburgh, and in 1873 became the General 
Manager of the Pennsylvania Lines East of Pittsburgh and 
Erie. On July 1st, 1874, he was elected Third Vice-President 
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in charge of the Transportation and Traffic Departments of 
the service; on June lst, 1880, First Vice-President. In 
1882 Mr. Cassatt retired from the Vice-Presidency of the 
Company, but was elected a Director in 1883. He was also 
Chairman of the Road Committee of the Board of Directors 
from 1883 to 1899, which considered operations of, and 
additions to, the railroad and equipment, and on June 9th 
of the latter year was elected President. 


RUINOUS RATE CUTTING 


Grave alarm was expressed by the Management of the 
Pennsylvania Railroad Company in the annual report for 
1899 as to the outcome of the continued decrease in the 
rates paid the trunk lines for the carriage of freight, due to 
the ruinous competition resulting from the cutting of rates. 
On the Pennsylvania Railroad there had been in each year 
since 1886, with two exceptions, a decrease in the rates over 
that of the preceding year, the average per ton per mile fall- 
ing from 0.755 cents in 1886 to 0.473 in 1899. While the rail- 
roads made strenuous efforts to stop the downward trend, 
they met with little success, and although no commercial 
necessity existed for such reductions, especially in the year 
1899 when the industries of the country were overtaxed with 
business, there was no halt in the fall in rates. Had the rail- 
way companies not been able to meet the diminution in the 
ton mile rate by a corresponding reduction in expenses, disas- 
trous results would have followed, but it was felt that the limit 
had been reached. The only alternative left was to stop the 
reduction in rates, which had been largely brought about 
by the apparently uncontrollable conflict between the various 
railway companies and between rival communities. 


COMMUNITY OF INTEREST PLAN 


The problems involved in dealing with the traffic ques- 
tions covering so large a territory and affecting so many 
diversified interests were complicated and difficult of solution. 
It was felt that by united efforts the difficulties could be over- 
come, and thus restore the credit of those railroad companies 
whose financial condition had become unsound by reason of 
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the ruinous competition. With this end in view and to 
establish closer relations between the managers of the trunk 
lines, it was deemed wise by the Management of the Penn- 
sylvania Railroad Company to join with the New York 
Central & Hudson River Railroad Company in acquiring an 
interest in some of the railroads reaching the Atlantic Sea- 
board, and to unite with other stockholders in supporting a 
conservative policy, which was commonly known as the ‘‘com- 
munity of interest” plan. In accordance with this decision 
the Pennsylvania Railroad Company in 1900 acquired an 
ownership in the Capital Stocks of the Baltimore & Ohio 
Railroad, Chesapeake & Ohio Railway and Norfolk & Western 
Railway Companies. This, it was hoped, would result in 
securing reasonable and stable rates, avoid the unjust dis- 
criminations which were the inevitable result of the course 
theretofore pursued, and enable these Companies to obtain 
the capital requisite to perform their duties to the public. 
Aside from the benefits sought to be gained, it was believed 
that these purchases would ultimately prove profitable from 
an investment standpoint. 

In this connection, and as a continuation of the ‘‘com- 
munity of interest” policy adopted by the Pennsylvania 
Railroad Company and the New York Central & Hudson 
River Railroad Company, the former Company arranged 
early in 1902 for the acquisition of a substantial interest in 
the Reading Company Stocks, with the understanding that 
their ownership would be acceptable to, and ultimately be 
lodged with, the Baltimore & Ohio Railroad Company and 
the New York Central Company in equal proportions. This 
action was also taken to prevent control of the Reading 
passing to adverse or speculative interests which might seri- 
ously impair the Trunk Line understanding, and to keep the 
Reading as an open or terminal railroad for the exchange of 
traffic with all connecting railroads. 

The Pennsylvania Railroad Company at that time had 
become a large stockholder in the Baltimore & Ohio Railroad 
Company in furtherance of the “‘community of interest” 
plan, and was desirous of perpetuating the connection of the 
Baltimore & Ohio Railroad via the Reading to New York 
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City, and continuing it as the preferential route for traffic 
to and from the Reading lines. 

The Pennsylvania Railroad Company had previously 
(1901), in view of its large financial interest in the Baltimore 
& Ohio Railroad Company, recommended Mr. L. F. Loree as 
President of that Company, and he was elected. Previous 
to his election, he was Fourth Vice-President of the Pennsyl- 
vania Lines West of Pittsburgh. 

In the early part of 1903, the Lake Shore & Michigan 
Southern Railway Company (controlled by the New York 
Central Company) and the Baltimore & Ohio Railroad Com- 
pany took up and paid for their respective half interests in 
the Reading Company Stocks, for which the Pennsylvania 
Railroad Company had arranged, amounting to about 40% 
of the total then outstanding. 


ACQUISITION OF TWO BRANCH ROADS 


In 1899 the Pennsylvania Railroad Company purchased 
the Lancaster & Reading Narrow Gauge Railroad, extend- 
ing from Lancaster to Quarryville, Pa., a distance of about 15 
miles. 

The Pennsylvania Railroad Company also purchased, in 
the same year, the Youghiogheny Railroad, this road extending 
from its junction with the Main Line at Irwin to Gratztown, 
Pa., a distance of nearly 10 miles. 


NEW JERSEY CITY PASSENGER STATION 


The Jersey City Passenger Station of the Pennsylvania 
Railroad Company, which was destroyed by fire on March 
21st, 1898, was rebuilt and placed in service in 1899. 


CONTROL OF CLEVELAND, AKRON & COLUMBUS 
RAILWAY COMPANY 
A majority interest in the Cleveland, Akron & Columbus 
Railway Company, which formed a connection between Hud- 
son, O., on the Cleveland & Pittsburgh Railroad, and Colum- 
bus, O., on the Pittsburgh, Cincinnati, Chicago & St. Louis 
Railway, and also through its Dresden Branch with the latter 
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road at Trinway, O., was purchased in the interest of the 
Pennsylvania Company in 1899. The traffic of the line being 
naturally tributary to the Pennsylvania Railroad System, 
and its construction having for that reason been originally 
promoted in its interest, it was thought advisable, when an 
opportunity offered, to acquire control of this road. 


PENSION DEPARTMENT ESTABLISHED 


The Management of the Company had for a number of 
years been considering the establishment of a Pension Depart- 
ment, having for its object the retirement from service of all 
officers and employes who had attained the age of 70 years, 
or who, being between the ages of 65 and 70 years, and having 
been 30 years in the service, had become physically inca- 
pacitated. Therefore, effective January Ist, 1900, such a 
Department was created, and the pension allowance was 
based upon the length of service and average pay during the 
ten years preceding retirement. A regulation was also adopted 
that, except in certain cases where the interests of the Com- 
pany clearly required it, no person who was over 35 years of 
age (changed to 45 years April 1st, 1907) could be employed 
in the service of the Company. The purpose of this regula- 
tion was to insure as far as practicable that employes should 
possess the necessary physical qualifications required in the 
performance of their duties. 


PURCHASE OF ERIE & WESTERN TRANSPORTATION 
COMPANY 

In 1900 the Pennsylvania Railroad Company purchased 
the Capital Stock of the Erie & Western Transportation 
Company amounting, at par, to $3,000,000. This Com- 
pany, which operated a line of steamers between Erie and 
Buffalo and other points on the Great Lakes, for many 
years had worked in harmony with the Pennsylvania Rail- 
road System. The equipment and organization of this steam- 
ship line were such as to attract a fair share of the large lake 
and rail traffic passing between the West and Atlantic Sea- 


board points. 
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SCHUYLKILL & JUNIATA RAILROAD COMPANY FORMED 
AND ABSORBED 

On June Ist, 1900, the Pennsylvania Schuylkill Valley 
Railroad, Nescopec Railroad, North and West Branch Rail- 
way, Sunbury, Hazleton & Wilkes-Barre Railway and Sun- 
bury & Lewistown Railway Companies were consolidated 
into one Company under the name of the Schuylkill & 
Juniata Railroad Company for the purpose of simplifying 
the management of these properties. The line thus formed 
extended from Philadelphia, via Reading, Pottsville and 
Tomhicken, to Wilkes-Barre on the north, and via Sunbury 
to a junction with the Main Line near Lewistown, an aggre- 
gate length of 289 miles, and furnished an important high- 
way between the City of Philadelphia and the valleys of the 
Schuylkill, Susquehanna and Juniata Rivers. The consolida- 
tion was made on a conservative basis, and the securities of 
the new Company held in the Treasury of the Pennsylvania 
Railroad Company were considered a satisfactory investment. 
Effective April 1st, 1902, the Schuylkill & Juniata Railroad 
Company was absorbed by the Pennsylvania Railroad Com- 
pany. 
CONTROL OF WESTERN NEW YORK & PENNSYLVANIA 

RAILWAY COMPANY 

An opportunity having presented itself in 1900, the Penn- 
sylvania Railroad Company acquired a large majority of the 
Capital Stock and Income Bonds of the Western New York 
& Pennsylvania Railway Company. Its road formed a direct 
connection between the Pennsylvania Railroad System and 
the City of Buffalo at Emporium on the Philadelphia & 
Erie Railroad; at Oil City on the Allegheny Valley Railway, 
and at New Castle on the Erie & Ashtabula Division of 
the Pennsylvania Lines West of Pittsburgh. As Buffalo 
occupied an exceptional position in connection with the com- 
merce of the Great Lakes, and would undoubtedly become 
an important center for manufacturing industries, it was 
deemed wise by the Management to secure this road as a 
connecting link for the large and increasing traffic which 
must pass to and from that city over the other lines in the 
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Pennsylvania Railroad System. The Western New York & 
Pennsylvania Railway and its subsidiaries had a total mileage 
of 548.8 miles. 


PENNSYLVANIA RAILROAD STOCK LISTED ON NEW YORK 
STOCK EXCHANGE—TRANSFER OFFICE IN NEW YORK 


Owing to the large holdings of the Capital Stock of the 
Pennsylvania Railroad Company in New York City, as well 
as its importance as a financial centre, and with the view of 
facilitating transfers of Stock at that point, it was deemed 
advisable by the Management to have it listed on the New 
York Stock Exchange, and to establish a transfer and registry 
office in that City. This was done on December Ist, 1900, 
and it has proved to be a great convenience to a large num- 
ber of stockholders. 


FOUR-TRACKING 


The four-track system of the Pennsylvania Railroad 
was further extended west of Coatesville in 1900, so that 
with the exception of the crossings of the Brandywine and 
Conestoga Creeks at Coatesville and Lancaster, respectively, 
it was completed from Jersey City to Harrisburg. Between 
Jersey City and Pittsburgh, a distance of 440 miles, there 
were 311 miles four-tracked at the end of 1900, leaving 129 
miles to be built to complete the system, which work it was 
necessary to vigorously prosecute in order to meet the rapid 
growth of the Main Line traffic. 


PETERSBURG BRANCH CONSTRUCTED 

The Petersburg Branch was extended in 1900 from Peters- 
burg to a connection with the existing railroad at Aetna 
Furnace, Pa., thus completing an alternate line between 
Petersburg and Altoona via Hollidaysburg, and furnishing 
much needed facilities for the limestone traffic from that 
territory. 

CONTROL OF LONG ISLAND RAILROAD COMPANY 

In 1900 the Pennsylvania Railroad Company purchased 
a controlling interest in the Capital Stock of the Long Island 
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Railroad Company, which owned the system of lines extending 
through that island, and reaching many prosperous towns and 
attractive seashore resorts. The main line extended from 
Long Island City to Greenport, a distance of about 94 miles, 
while the Montauk Division was built from Long Island 
City to Montauk, a distance of about 115 miles, which with 
numerous branch lines, aggregated a total length of about 
379 miles. It was believed that the completion of the bridges 
and tunnels then projected and under construction between 
the sections of Greater New York divided by the East River 
would so increase the business of the Long Island Railroad 
as to make the investment in its shares profitable. It was 
also contemplated to use a part of the Long Island Railroad 
to form a more convenient connection between the Pennsyl- 
vania Railroad System and that of the New York, New 
Haven & Hartford Railroad Company via the proposed New 
York Connecting Railroad, over which a large traffic was 
expected to pass to and from New England points. 


SUSQUEHANNA & CLEARFIELD RAILROAD SOLD 

The Susquehanna & Clearfield Railroad, extending from 
Karthaus to the Philadelphia & Erie Railroad at Keating, a 
distance of 23 miles, and originally built to furnish an out- 
let for the coal tributary thereto, having failed to develop a 
remunerative traffic, was sold in 1900 to the interests (New 
York Central) controlling the Beech Creek Railroad. By the 
use of this line and of trackage rights over the Philadelphia 
& Erie Railroad between Keating and McElhattan, a distance 
of 46 miles, the owners of the Beech Creek Railroad secured 
an economical line for the movement of their traffic, while 
at the same time the Pennsylvania Railroad Company and 
the Philadelphia & Erie Railroad Company received an in- 
creased return on the capital invested in this portion of the 
Pennsylvania Railroad System. 


ACCEPTANCE OF PENNSYLVANIA CONSTITUTION— 
CLASSIFICATION OF DIRECTORS 


At the annual meeting of the Pennsylvania Railroad 
Company on March 12th, 1901, two important resolutions 
were presented to the stockholders :— 
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First:—The acceptance by the Pennsylvania Railroad 
Company of all the provisions of the Constitution of Penn- 
sylvania, adopted December 16th, 1873, and in effect Janu- 
ary 1st, 1874, particularly the provisions of the Sixteenth 
and Seventeenth articles thereof (which refer to private 
corporations and railroads and canals), and approving and 
consenting to the action of the Board of Directors of the 
Pennsylvania Railroad Company of December 12th, 1900, to 
like effect. 

Second:—tThe classification of the Board of Directors 
of the Company in accordance with the Act of the Legisla- 
ture of Pennsylvania approved February 9th, 1901, permitting 
the same. Under this classification it was the intention to 
divide the 13 Directors of the Pennsylvania Railroad Com- 
pany, elected by the stockholders, into four classes, the first 
class to consist of four, and each of the other classes three 
Directors; those of the first class to be elected for the term 
of one year, those of the second class for the term of two years, 
those of the third class for the term of three years, and those 
of the fourth class for the term of four years, and at each 
annual election the number of Directors necessary to take 
the place of those whose terms of office then expire shall be 
elected for the term of four years. 

By resolution of the stockholders a Stock vote was 
taken on the first resolution on March 26th, 1901, which 
resulted in its adoption by a large majority vote, while the 
second was approved without the necessity of a Stock vote. 


INCREASE IN AUTHORIZED CAPITAL STOCK 


In accordance with the Act of the Pennsylvania Assembly 
of February 9th, 1901, granting authority to any corporation 
created by general or special law, to increase its Capital 
Stock to such amount as it deemed necessary to accomplish, 
carry on and enlarge its business and purposes, the authorized 
Capital Stock of the Pennsylvania Railroad Company was 
increased from 3,034,000 shares, par value, $151,700,000., to 
12,000,000 shares, with a total par value of $600,000,000., 
which is the present amount authorized. 
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STOCK SOLD AT PREMIUM 


In March, 1901, a 33%% allotment of Capital Stock was 
made by the Pennsylvania Railroad Company at $60. per 
share, resulting in the addition of $50,500,800., par value, 
to the outstanding Capital Stock. This was the first time 
in the history of the Company that it sold its Stock at a 
premium, and it was the largest issue it had made up to that 
time. The premium realized amounted to over $10,000,000. 
The proceeds received from this allotment were used for the 
purpose of meeting maturing obligations, to provide capital for 
the construction and equipment expenditures on the Com- 
pany’s lines, and for other proper corporate purposes. 


ACQUIRING MINORITY STOCKHOLDINGS IN PHILADELPHIA, 
WILMINGTON & BALTIMORE RAILROAD COMPANY 
—CONSOLIDATION 

A portion of the proceeds from the foregoing sale of 
Capital Stock of the Pennsylvania Railroad Company was 
used for the purpose of acquiring the remaining Stock in 
the Philadelphia, Wilmington & Baltimore Railroad Com- 
pany not already owned by the former Company. This 
road formed an important link in the Pennsylvania Rail- 
road System between New York and Washington. The 
Pennsylvania Railroad Company already held over 90% 
of its Capital Stock, and, in conjunction with the Northern 
Central Railway Company, owned all the Stock of the 
Baltimore & Potomac Railroad Company. The Manage- 
ment, therefore, deemed it wise that the Pennsylvania Rail- 
road Company should become its sole proprietor, and that 
the Philadelphia, Wilmington & Baltimore Railroad Com- 
pany and Baltimore & Potomac Railroad Company should 
later be merged into one corporation. It was felt that this 
course was all the more desirable as large expenditures were 
required in connection with the revision of the line and 
elimination of grade crossings in Washington, D. C., the 
erection of a new passenger station at that point, and the 
renewal of the bridge over the Potomac River, which im- 
provements could be better financed by a _ consolidated 
Company. 
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RICHMOND-WASHINGTON COMPANY FORMED 


In connection with the reconstruction of the terminal 
facilities at Washington, it was deemed advisable to unite 
under one control the Washington Southern Railway and the 
Richmond, Fredericksburg & Potomac Railroad, the two 
roads forming the line between Washington and Richmond, 
Va., and to have this line owned jointly by the Northern 
and Southern lines reaching the National Capital. This was 
accomplished through the Pennsylvania Railroad Company 
selling its Stock and Bond holdings in the Washington 
Southern Railway Company to the Richmond-Washington 
Company (a corporation formed for the purpose on September 
5th, 1901, under the laws of New Jersey), which latter Com- 
pany also purchased a majority of the Voting Stock of the 
Richmond, Fredericksburg & Potomac Railroad Company. 
The Pennsylvania Railroad Company thereupon became a 
joint proprietor in the Richmond-Washington Company 
through the purchase of one-sixth of its Capital Stock, the 
remaining five-sixths being acquired in equal proportions by 
the Baltimore & Ohio Railroad, Southern Railway, Seaboard 
Air Line Railway, Atlantic Coast Line Railroad and Chesa- 
peake & Ohio Railway Companies. 

The Richmond-Washington Company financed the pur- 
chase of these securities through the sale of its Capital Stock 
and Bonds, the latter being guaranteed jointly and severally 
by the six Owning Companies as to principal and interest by 
endorsement on the Bonds. Subsequently, through further 
issues and sales of its own Bonds to the public, the Richmond- 
Washington Company financed, in large part, the purchase of 
equipment, double track work and other improvements on the 
railroad between Washington and Richmond. ‘The General 
Mortgage 3%% Bonds of the Richmond, Fredericksburg & 
Potomac Railroad Company were issued to reimburse the 
Richmond-Washington Company for these expenditures, 
which are pledged with the Trustee of the latter Company’s 
mortgage to further secure its outstanding bonded indebted- 


ness. 
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NORTH PHILADELPHIA STATION 


On June 16th, 1901, a new and commodious passenger 
station was completed at Germantown Junction (now North 
Philadelphia Station) for the accommodation of the passenger 
traffic of the Company, which was rapidly increasing with the 
growth of that section of the City. 


PENNSYLVANIA CANALS FINALLY ABANDONED 


In 1901 the remaining 180 miles of canals owned by the 
Pennsylvania Canal Company, a majority of the Capital 
Stock of which was owned by the Pennsylvania Railroad 
Company, were abandoned for operating purposes. These 
canals had originally formed part of the Public Works of 
Pennsylvania, but as they could not compete with the rail- 
roads occupying the same general territory, it was impossible 
to operate them at a profit. As a result about one-half of 
the original system had previously been sold or abandoned, 
and the same action was to be taken with the remaining canals, 
the principal part of which extended from Columbia to Nanti- 
coke via Northumberland. 


LOGANSPORT & TOLEDO RAILWAY COMPANY FORMED 


The Eel River Railroad, extending from Logansport to 
Butler, Ind., a distance of 94 miles, having been sold under 
foreclosure proceedings, was purchased on September 12th, 
1901, in the interest of the Pennsylvania Company, and 
reorganized as the Logansport & Toledo Railway. This 
road furnished a desirable connection between the Vandalia 
System and the Grand Rapids & Indiana Railway, and 
greatly facilitated the movement of the passenger traffic 
between the Southwest and Northern Michigan. 


NEW YORK TUNNEL EXTENSION AND STATION - 


The first definite reference to the construction of the 
New York Tunnel Extension and Station by the Pennsyl- 
vania Railroad Company is contained in the Annual Report 
for 1901, wherein it is stated that the Management had long 
felt that its interests, as well as the convenience of the public, 
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required the extension of the Pennsylvania Railroad System 
into and through New York, and the establishment of a cen- 
trally located passenger station in that City, through which 
the inconvenience and delays of the transfer by ferry would be 
avoided. Various methods of accomplishing this result had 
at different times been considered, the great cost of a bridge 
excluding that plan unless all the railroad companies whose 
lines terminated on the west bank of the North (or Hudson) 
River would join in the undertaking. This they had been 
asked to do, but had declined. 


MANY PLANS CONSIDERED 


A very full and comprehensive report had been made in 
1892 on the subject of a direct entrance into New York City 
for the railroads, the termini of which were on the New 
Jersey side, by Samuel Rea (then Assistant to President 
Roberts and later President of the Pennsylvania Railroad 
Company), in which attention was called to the fact that 
many plans had previously been proposed, some for the pur- 
pose of reaching a central terminal station in New York 
similar to the Grand Central Station of the New York 
Central Lines, or the ideal high-level entrance of the Penn- 
sylvania Railroad into Philadelphia. Others, content with 
a partial solution, proposed that the termini of the said 
railroads should remain on the New Jersey side, but be 
connected with New York by some transit system other than 
the then existing ferries. By a process of elimination there 
were only five projects considered worthy of special considera- 
tion; three of them furnished an indirect entrance, or, as 
before stated, a partial solution of the problem, while the 
remaining two contemplated a direct entrance for solid 
trains running at express speed to a suitable terminus in 
New York City, making important connections with other 
existing steam railroads and with certain proposed lines, 
and also connecting with the rapid transit systems of both 
New York and Brooklyn. 
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FIVE PLANS FINALLY CONSIDERED 


The five projects considered by Mr. Rea in 1892 and 
briefly outlined, were as follows:— 


(a) An underground system of rapid transit, separate and 
distinct from the steam railroads, similar to the City and South 
London Railway, London, connecting Jersey City Station 
with New York and Brooklyn or with New York alone. 

(b) The completion of the partially constructed Hudson 
River Tunnel (for one track) to be followed by the construc- 
tion of others parallel therewith, the tracks through which 
were to be connected with the existing steam railroads on the 
New Jersey side, for the accommodation of passenger traffic 
only. The steam locomotives were to be detached on the New 
Jersey side and trains hauled through tunnels by cable power 
to a terminus in New York south of Washington Square. 

(c) The establishment in New York on the west side 
of a suitable railroad terminus connecting with the Eleventh 
Avenue tracks of the New York Central Lines, the proposed 
42nd Street tunnel to Long Island, and reached by the 
elevated railways; also connecting with the Jersey City Sta- 
tion by means of floating equipment carrying solid trains 
similar to the steamer ‘‘ Maryland” service. 

(d) The establishment of a terminus in New York, front- 
ing on Madison Avenue, and between 37th and 38th Streets, 
to be reached by a double-track railroad 3014 miles long, 
extending from a connection with Pennsylvania Railroad at 
Houtenville, just west of Rahway, N. J., to and over or 
under Arthur Kill to Staten Island, and thence by subaqueous 
tunnels 314 miles long under ‘The Narrows,” between Upper 
and Lower New York Bay, to a connection with the railroads 
on Long Island. Thence by the use of those roads and new 
lines through, or rather around Brooklyn, to Hunter’s Point, 
to a high-level crossing of the East River, the several streets, 
and the East Side elevated railroads, to the proposed terminus. 
Said terminus could also be utilized for New England railroads 
via the proposed line from a connection with the 42nd Street 
tunnel line and the Long Island Railroad in Long Island 
City; thence to a high-level crossing of the East River at 
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Hell Gate via Ward’s and Randall’s Islands, and thence to 
the main shore to a connection with the New Haven or New 
England railroad systems. 

(e) By a high-level bridge over the Hudson River to a 
terminus for passenger and freight business, at suitable 
points between the said river and Broadway, the passenger 
station to be located on Sixth Avenue in the vicinity of 
Madison Square. Said bridge and terminus to have ample 
tracks and to accommodate the regular trains and traffic 
then running to Jersey City terminus, or as much thereof as 
might be deemed advantageous to send into New York. 
The bridge was to accommodate the heaviest trains at ex- 
press speed and to have assigned tracks for rapid transit, 
said tracks to connect with all rapid transit systems there- 
abouts, including Jersey City, Bergen, Staten Island, Newark, 
etc. The station in New York was to be directly connected 
with the elevated trains of the Ninth and Sixth Avenue Lines, 
and with the rapid transit surface lines; also by a spur with 
the tracks of the New York Central Lines on Eleventh Avenue, 
and the tracks through the proposed tunnel under 42nd Street; 
thence with the Long Island Railroad System, the City of 
Brooklyn, and the proposed “ Hell Gate Line” for New 
England. 


BRIDGE PLAN LACKED SUPPORT 


Each of these plans was reviewed in detail and the con- 
clusion reached that the bridge project “‘(e)” for reaching 
New York and establishing a terminal therein was the best 
that had been evolved up to that time. It was stated that 
it would furnish an ideal terminus in the heart of the Country’s 
greatest city for passenger traffic, and in addition would 
develop freight facilities of inestimable value; that several, 
if not all, the railroads on the New Jersey side ought to use 
it and furnish their share of traffic towards meeting the inter- 
est on the cost, which was estimated at $100,000,000. Efforts 
were made to bring this about and the Management of the 
Pennsylvania Railroad Company offered to co-operate with 
other railroad companies to that end, but the project failed 
to receive the necessary support. 


274 THE GROWTH AND DEVELOPMENT 


TUNNEL SCHEME SUCCESSFUL ABROAD 


Therefore, the other alternative, open to the Manage- 
ment of the Company in 1901, was the construction of a 
tunnel line; but the difficulties incident to steam railroad 
operation through a tunnel, at the depth and with the gradi- 
ents required by the topographical conditions, seemed to 
make that method almost impracticable. Meanwhile, how- 
ever, the successful operation of a number of tunnels in 
different parts of the world by electric power, notably the 
Orleans Railway Extension in Paris, then nearing completion, 
which President Cassatt examined at the suggestion of Mr. 
Rea, who was then Fourth Vice-President of the Company, 
indicated that a satisfactory solution of the problem might 
be found in the construction of a.line, to be operated by 
electricity, under the North River to a terminal station in 
New York, and thence under the East River to a connection 
with the Long Island Railroad; the tunnels to be of such 
dimensions as to admit of the passage of standard size trains, 
and electric locomotives to furnish the power for carrying 
the trains through the tunnels. 


WHOLE PROJECT STUDIED BY EMINENT ENGINEERS 


It was stated that this plan had a great advantage over 
the bridge, in that it provided a direct connection between 
the Pennsylvania Railroad System from a point near Newark, 
N. J., to a connection with the Long Island Railroad in 
Long Island City, and also gave to that road the benefit of 
a central passenger station in the Borough of Manhattan, 
City of New York. Preliminary investigations having favored 
its adoption, it was thought best to proceed at once to acquire 
ground for a central station upon the location selected at 
Seventh Avenue and 34th Street, New York City. This was 
done and the greater part of the necessary property purchased 
at a reasonable price. The importance and cost of this work, 
however, and the fact that extraordinary engineering questions 
were involved, made it the duty of the Management before 
proceeding further, to have the plans for construction, and in 
fact the whole subject, thoroughly studied by competent 
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engineers. For this purpose a Commission was created, report- 
ing to President Cassatt and Fourth Vice-President Rea, 
consisting of six civil engineers eminent in their profession, 
namely, Col. Charles W. Raymond (United States Army), 
Chairman; Gustav Lindenthal; William H. Brown (Chief 
Engineer, Pennsylvania Railroad Company); Charles M. 
Jacobs; Alfred Noble and George Gibbs. 


TUNNELS ENTIRELY PRACTICABLE 


This Commission supervised the preparation of the plans 
and specifications of the project. As soon as the problem of 
building tunnels under the two rivers had been seriously 
studied, the supposed difficulties largely disappeared, and the 
Commission had in fact a choice between several feasible 
plans. Three members of the Commission acted as Chief 
Engineers of the work, which consisted of three Divisions, 
the North River Division having been assigned to Mr. Jacobs; 
the East River Division to Mr. Noble, and the Station Build- 
ing Division and the electrification of the road to Mr. Gibbs. 
It was stated that the cost of the work would, of course, be 
large but the Management was satisfied that the expenditure 
would eventually be justified. 


APPLICATION FOR FRANCHISE 


The necessary authority from the States of New Jersey 
and New York for the prosecution of this enterprise was 
obtained, but the starting of the work was delayed by the 
inability to procure the requisite legislation from the munici- 
pal authorities of the City of New York. However, under 
authority of new State legislation, the franchise for this 
purpose was promptly granted by the Board of Rapid Tran- 
sit Railroad Commissioners, but some delay was experienced 
before the Board of Aldermen took affirmative action on 
December 16th, 1901. The application to the Board of 
Rapid Transit Railroad Commissioners for a franchise 
covered— 


First:—The construction ofa railway consisting of two 
double-track lines, starting from adjacent points under the 
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Hudson River, on the line between the States of New York 
and New Jersey, and running eastwardly through New York 
City, one under 31st Street and the other under 32nd Street, 
and thence under the East River and Long Island City to a 
surface terminus near Thomson Avenue in that City. 

Second:—The construction of a passenger station 
between 31st and 33rd Streets, and Seventh and Ninth 
Avenues, in New York, and for that purpose the closing and 
occupancy of 32nd Street between the Avenues named. 

Third:—The construction of a third double-track rail- 
way from this passenger station under 33rd Street and toand 
under the East River to the terminus near Thomson Avenue. 

Fourth:—The construction of additional tracks under 
31st, 32nd and 33rd Streets necessary: for the operation of the 
railway and station. 

Fifth:—The occupancy of ground under 33rd Street 
and east and west of Fourth Avenue for a local station. 

Sixth:—The maintenance and operation of the neces- 
sary cables, wires, and conduits under and along the route 
of the railway for power, heating, light, and other necessary 
purposes. 

Seventh:—The right to use private property, lawfully 
acquired, for its corporate purposes in connection with the 
construction and operation of the tunnel; and 

Eighth:—The right to maintain and operate the rail- 
road in perpetuity. 


FRANCHISE GRANTED UNDER CONDITIONS 


The conditions under which the franchise was granted 
were— 


(a) The Tunnel Company to begin the construction of its 
road within three months after obtaining the needful munici- 
pal and other consents, and complete its construction within 
five years thereafter, except the portion under 31st Street, 
as to which an additional ten years was given, with the option 
to the Company to abandon the construction of that sec- 
tion, or build it in whole or in part during said period; but 


THE PENNSYLVANIA RAILROAD COMPANY 277 


such period of five years could be extended for a further five 
years upon reasonable cause shown, and was to be extended 
so as to cover any delays properly caused by legal proceedings. 

(b) The Tunnel Company to pay the city a compensation 
per linear foot for the tracks so laid under the cities of New 
York and Long Island, and a further compensation for the 
use, for station purposes, of the underground portions of the 
streets, other than 32nd, which it so occupies. Such com- 
pensation was fixed for the first period of 25 years, and was 
subject to readjustment at the end of each like period. For 
the first period of 25 years, it was so adjusted that the Tun- 
nel Company was to pay double the amount per annum for 
the latter 15 years thereof that it did for the first ten, and on 
this basis the average for the entire period was about $64,000. 
per annum. 

(c) The Tunnel Company was also to pay $36,000. per 
annum for the portions of 32nd Street vacated between 
Seventh and Ninth Avenues and occupied by the passenger 
station, with the right to commute such annual compensa- 
tion by the payment of $788,600. as soon as the City was 
authorized to convey the said property to the Tunnel Com- 
pany in fee. 

(d) That the power to be used shall be electricity or 
other approved power not involving combustion in the 
tunnel. 


CONNECTING RAILWAY COMPANY CONSOLIDATION 


Effective January lst, 1902, the Connecting Railway, 
Philadelphia, Germantown & Chestnut Hill Railroad, Engle- 
side Railroad, Kensington & Tacony Railroad, Fairhill Rail- 
road, Bustleton Railroad and Philadelphia, Bustleton & 
Trenton Railroad Companies were consolidated with and 
into the Connecting Railway Company. This simplified the 
working of these railways and merged into one corporation 
lines having a common interest and practically covering the 
local territory between the Main Line and the Philadelphia 
& Trenton Railroad. 
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CONVERTIBLE BONDS SOLD 


In March, 1902, the privilege was granted to the stock- 
holders of the Company to subscribe, in an amount equal to 
25% of their holdings, for $50,000,000. 314% 10-year Converti- 
ble Gold Bonds of the Pennsylvania Railroad Company bear- 
ing date November lst, 1902, and maturing November Ist, 
1912. The right was given to the holders of these securities 
to convert the same into Capital Stock on May Ist, 1904, 
or at any subsequent semi-annual interest period at $70. per 
share. Subsequently it was deemed advisable to give them 
the privilege of an earlier conversion on the same basis, under 
which they could surrender their Bonds and become share- 
holders of record May 9th, 1903. The amount received from 
this issue was used largely to pay for additional equipment 
estimated to cost $24,000,000., and for construction expendi- 
tures on the New York Tunnel Extension, including the pur- 
chase of property required for the passenger station in that 
City. 

PENNSYLVANIA & NORTH WESTERN RAILROAD 

PURCHASED 

On March Ist, 1902, the Pennsylvania Railroad Com- 
pany assumed possession of and commenced to operate the 
Pennsylvania & North Western Railroad, having acquired 
the Capital Stock of that Company on satisfactory terms. 
This road connected with the Main Line at Bellwood, Pa., 
and extended thence in a northwesterly direction towards 
the Punxsutawney District and the Low Grade Line of the 
Allegheny Valley Railway, a distance of about 65 miles, 
and developed a valuable coal territory tributary to the 
Pennsylvania Railroad System. 


NEW BRIDGE OVER SUSQUEHANNA RIVER AT 
ROCKVILLE, PA. 


On March 30th, 1902, the new.four-track stone arch 
bridge over the Susquehanna River at Rockville, Pa., was 
completed and placed in service. It was 3,820 feet in length 
and took the place of the double-track iron bridge previously 
in use. 
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LEASE OF WESTERN NEW YORK & PENNSYLVANIA 
RAILWAY COMPANY 


On October 22nd, 1902, the Pennsylvania Railroad Com- 
pany leased the railroad and property of the Western New 
York & Pennsylvania Railway Company for 20 years from 
August Ist, 1903, the lessee agreeing to turn over to the 
lessor any surplus after the payment of operating expenses 
and fixed charges. After the expiration of the 20-year term, 
the lease was to run from year to year thereafter but subject 
to cancellation by either party on 60 days’ notice. This road 
had been operated under its own organization until August Ist, 
1900, on which date the operation was taken over by the Penn- 
sylvania Railroad Company under lease dated July 14th, 1900, 
for one year, which was subsequently extended from year to 
year to August Ist, 1903, when the said 20-year lease became 
effective. 


PHILADELPHIA, BALTIMORE & WASHINGTON RAILROAD 
COMPANY FORMED 

On November Ist, 1902, the Philadelphia, Wilmington & 
Baltimore Railroad and Baltimore & Potomac Railroad Com- 
panies, the Capital Stocks of which were practically all owned 
or controlled by the Pennsylvania Railroad Company, were 
merged and consolidated into a corporation known as the 
Philadelphia, Baltimore & Washington Railroad Company, 
thus placing under one ownership the line between Phila- 
delphia and Washington. That Company was then rebuild- 
ing its bridge across the Potomac River at Washington, and 
upon the passage of the necessary legislation then pending 
in Congress, work was to proceed on the erection of a new 
passenger station at the National Capital and the elimina- 
tion of grade crossings in that City. 


WASHINGTON TERMINAL COMPANY 


The Station project later developed into the formation 
of the Washington Terminal Company jointly owned by the 
Philadelphia, Baltimore & Washington Railroad and Balti- 
more & Ohio Railroad Companies. The Terminal Company 
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subsequently built a new Union Station, to which reference 
is later made, in place of the two separately owned Terminals 
which previously existed. 


ROUTE OF NEW YORK TUNNEL EXTENSION 


Progress was made during 1902 with the plans for the 
New York Tunnel Extension, to which reference has hereto- 
fore been made. Two Companies had been chartered in 1902 
for the purpose, one in New Jersey and the other in New 
York. It was proposed to commence the Extension at a point 
on the line of the United New Jersey Railroad & Canal Com- 
pany about a mile east of Newark, from which point a double 
track road was to be constructed by the Pennsylvania, New 
Jersey & New York Railroad Company, (the New Jersey 
corporation), on an elevated line to Weehawken, and thence 
by tunnel under Bergen Hill and the North River to a con- 
nection on the boundary line between the States of New 
York and New Jersey with the Pennsylvania, New York & 
Long Island Railroad. The latter was the New York corpora- 
tion and it was to complete the line from that point under 
the North River, the City of New York, the East River 
and Long Island City, to a junction with the Long Island 
Railroad near Thomson Avenue in the latter City. Connec- 
tion was also to be made with the New York Connecting 
Railroad, and through it with the New York, New Haven & 
Hartford Railroad, and thus provide an all-rail route between 
the Pennsylvania Railroad System and New England. 


PITTSBURGH STATION 


The new Pittsburgh Station and other facilities connected 
with the passenger service at that point were practically 
completed and placed in operation in 1902. 


CONSTRUCTION OF MONONGAHELA RAILROAD 


For the purpose of further developing the coal territory 
along the Monongahela River, the Monongahela Railroad 
Company was incorporated in 1901 and was to be con- 
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structed from Brownsville Junction to the State Line be- 
tween Pennsylvania and West Virginia, in the joint interest 
of the Pennsylvania Railroad and Pittsburgh & Lake Erie 
Railroad Companies. The road was completed as far south 
as Martin, Pa., in 1903, a distance of over 26 miles from 
Brownsville Junction. 


IMPORTANT IMPROVEMENT PROGRAM 


In conformity with the traditional policy of the Penn- 
sylvania Railroad Company in preparing in advance for the 
requirements of its traffic, the following estimate was made 
by the Management in 1902, of the cost of improvements 
which would have to be made East of Pittsburgh, and which 
would require from two to three years to complete:— 


For the Brilliant Branch, the Sharpsburg, Brilliant, Shire 

Oaks, Ormsby and other yards, the connection between 

the Port Perry Branch and the Main Line at Brinton, the 

elevation of the Western Pennsylvania Railroad, the 

extension of the elevated railroad along Duquesne Way, 

and the cost of the new freight station at the Point 

RISERS TA, CAO inhi re cE PL shie too telat esreisigne we’ $9,500,000. 
For the new line between Radebaugh and Derry, and the 

completion of the four-track system on the Pittsburgh 


EPCS RAD oi aie y of ok cla PeottAa ee desi Pia eye Pee aoe ire eb ane 13,000,000. 
For the double-tracking of the Western Pennsylvania Rail- 
road and other improvements thereon.................. 2,000,000. 


For the new line on the New Portage roadbed, double- 
tracking the Petersburg Branch, and the building of 


er acy Sie VAL oid cs anys mr ee eee de al iwialal a whe Pliers whe 5,000,000. 
For completing the four-track system on the Middle Divi- 
sion and other improvements on that Division.......... 3,000,000. 


For the new line between York Haven and Parkesburg, and 

Thorndale and Paoli, and two additional tracks between 

AGATA IAS ir. sisi tetas. od Midsiareeae «2 win 9s 18,000,000. 
For the extension of the West Philadelphia yard, the elevated 

railroad connecting the Maryland Division and the Dela- 

ware Extension with the Main Line and the New York 

Division, and for other facilities in West Philadelphia... . 3,000,000. 
For reducing the grades on the Trenton Cut-Off.......... 1,500,000. 
For two additional tracks, making six running tracks in all, 

between Trenton and Newark, changes of line at Frank- 

ford and Bristol, elevating the road through Rahway, 

completing the elevation at Newark and New Brunswick 

and the change at Trenton, and other improvements on 

CE MINER ORIEL AO LGIDIOIL. areare-cio o's eiginelsidiendusreina Scoldiels y 6,518 4 12,000,000. 


foes erie eka CO Cy AL COREL Een nO OC? AmO ONO Oe RIO $67,000,000. 
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While this, it was stated, was a large sum, no less an 
expenditure would enable the Company to perform its duty 
to the public. —The Management was satisfied that the invest- 
ment of this amount would result in largely increased net 
earnings, not only from the greater volume of traffic which 
could be handled, but through economies resulting from the 
reduction of grades, the better location and arrangement of 
yards, the saving in shifting service, and in overtime to 
train crews. 


SMALL CHARGES TO CAPITAL ACCOUNT 


Attention was called to the fact in 1902 that the charges 
to Capital Account for the construction of tracks and roadbed 
in the five years previous had been comparatively small. 
From 1897 to 1902, inclusive, the increase in the cost of Road 
had been only about $6,000,000., or a little over 11%, for 
improvements of the character referred to, they having been 
substantially paid for out of Income and not charged to 
Capital Account. Meanwhile the tonnage of the Main Line and 
branches had increased during the same time from 47,000,000 
to over 77,000,000 tons, or about 64%; Gross Earnings for 
the same period had increased from about $38,000,000. to 
$68,000,000., or nearly 80%, and Net Earnings from approxi- 
mately $14,000,000. to $25,000,000., or over 78%. 


SALE OF COLUMBUS, SANDUSKY & HOCKING RAILROAD 


The Columbus, Sandusky & Hocking Railroad having 
been sold under legal proceedings, the portion thereof lying 
between Columbus and Sandusky, a distance of 110 miles, 
was purchased in the interest of the Pennsylvania Company 
in 1902, and made part of the Toledo, Walhonding Valley 
& Ohio Railroad, which it intersected at Carrothers, and 
which was controlled by the Pennsylvania Company. The 
acquisition of this property gave this Toledo line the advantage 
of another lake terminal at Sandusky, and thus increased its 
facilities for handling the coal and other traffic interchanged 
with the Pennsylvania Lines at Columbus. 


eee - wS 
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ACQUISITIONS 


Effective April 1st, 1903, the franchises, corporate prop- 
erty, rights and credits of the following Companies were 
acquired by the Pennsylvania Railroad Company :— 


Western Pennsylvania Railroad Company; 
South Fork Railroad Company; 

West Chester Railroad Company; 

Turtle Creek Valley Railroad Company; 
Downingtown & Lancaster Railroad Company; 
Riverfront Railroad Company. 


The Pennsylvania Railroad Company was the owner of 
the entire Capital Stock of each of these Companies, and their 
absorption simplified their Management, saved unnecessary 
accounting and was in the direction of economy and efficiency. 
The Western Pennsylvania Railroad diverged from the Main 
Line at a point about two miles west of Johnstown, and also 
connected therewith further west at Bolivar and Blairsville 
Intersection. It furnished the low grade line over which a 
large portion of the through traffic of the Pennsylvania Rail- 
road passed to and from the Pittsburgh, Fort Wayne & 
Chicago Railway and other roads in the Pennsylvania Rail- 
road System northwest of Pittsburgh. The South Fork 
Railroad was built to develop a valuable coal territory on 
the western slope of the Allegheny Mountain. The West 
Chester Railroad, Turtle Creek Valley Railroad and Downing- 
town & Lancaster Railroad were branches built to develop 
local territory. The Riverfront Railroad was a short line, 
which furnished valuable terminal facilities for traffic of the 
Company along the Delaware River front in Philadelphia. 


STOCK AGAIN SOLD AT A PREMIUM 


In order to provide capital for the large construction 
and equipment expenditures of the Company, a 331% @% allot- 
ment of its Capital Stock was made to the stockholders at 
$60. per share in March, 1903, which added $75,094,750., 
par value, to the outstanding Stock. A premium of over 
$15,000,000. was realized from this allotment, it being the 
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second time within two years that the Company sold its 
Stock at a premium, the two issues placing over $150,000,000. 
in the Company’s Treasury. 

In originating the 1903 issue, the Management had not 
deemed it necessary to have it underwritten by a banking 
syndicate, but due to changing market conditions, the price 
of the Company’s Stock declined to a point where the suc- 
cess of the allotment was in jeopardy. This might have 
adversely affected the credit of the Company, and, there- 
fore, arrangements were promptly made to have the issue 
underwritten by Kyhn, Loeb & Co. and Speyer & Co., after 
which the decline in the price of the Stock stopped and the 
allotment was successful. 


REMOVAL OF WESTERN UNION TELEGRAPH LINES 


It may be of interest to record the facts in connection 
with the removal of the poles and wires of the Western Union 
Telegraph Company from the property of the Pennsylvania 
Railroad Company in May, 1903, for which the Management 
of the latter Company was unjustly criticized until the situa- 
tion was clearly understood. The contract under which the 
right of way of the Railroad Company was used for the 
Western Union Telegraph service ran from September 20th, 
1881, to September 20th, 1901. With an agreement running 
for 20 years, it was natural, if it were to be renewed, that 
with the changing conditions some modifications were neces- 
sary, and for more than 18 months prior to its expiration 
negotiations were conducted with the Western Union Com- 
pany for the purpose of obtaining a new contract. As no 
satisfactory progress could be made, and as the contract 
was to terminate unless a new agreement was executed, the 
Management of the Pennsylvania Railroad Company reached 
the conclusion that nothing could be done except to terminate 
it, and thereupon gave the full six months’ notice required 
by the following terms of the agreement :— 


“‘If no new agreement is made by the parties hereto, 
the Telegraph Company shall at the termination of the 
contract, or at any time thereafter, upon receiving writ- 
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ten notice from the Railroad Company, remove within 
six months from the receipt of said notice all of its poles 
and wires and leave the property of the Railroad Com- 
pany in good condition and free from the incumbrance 
thereof to the satisfaction of the general manager, or 
other proper officer of the Railroad Company, and if 
not so removed the Railroad Company may remove 
them at the expense of the Telegraph Company.” 


The Western Union Company publicly stated at the time 
that it would not be inconvenienced by the change and could 
otherwise reach all the principal cities on the Main Line of 
the Pennsylvania Railroad. Therefore, no trouble or incon- 
venience to the public was anticipated, and it was assumed. 
that the poles and wires of the Telegraph Company would 
be removed from the property of the Railroad Company in 
accordance with the terms of the contract. Further, the 
Management of the Pennsylvania Railroad Company, in 
order to save the Western Union Company the expense and 
loss incident to the removal of the poles and wires, offered 
to purchase the same at a fair valuation, but the latter Com- 
pany apparently preferred to allow the Railroad Company 
to remove them. 

Meanwhile, the Pennsylvania Railroad Company, through 
the inaction of the Western Union Company, was compelled 
to run the risk of having no commercial telegraph service for 
its patrons, and, therefore, rather than remain in this position, 
it entered into a contract with the Postal Telegraph Com- 
pany on June 25th, 1902, to provide the Railroad Company 
with its telegraph service. The right of way occupied by 
the lines of the Western Union Company was required to 
carry out the terms of the new contract with the Postal 
Company, and as the former Company made no effort to 
remove its poles and wires, the Pennsylvania Railroad Com- 
pany proceeded to take them down in May, 1903. This 
action was not taken precipitately, but only after extended 
negotiations for a new contract with the Western Union 
Company had failed, and no action taken on the offer of 
the Railroad Company to purchase them. Furthermore, it 
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was not done until the position of the Pennsylvania Railroad 
Company in the matter had been fully sustained in the United 
States Court for the Eastern District of Pennsylvania and in 
the Circuit Court of Appeals for the Third District. After 
the poles and wires were taken down, the Western Union 
Company declined to move them away presumably on the 
assumption that they were not worth removal. 

Some years later, upon the expiry of the contract with 
the Postal Company and when the Management of the 
Western Union Company had changed, new contracts were 
entered into with the latter Company and its commercial 
telegraph service extended over the territory in which the 
Pennsylvania Railroad System operates. 


CAMBRIA & CLEARFIELD RAILWAY COMPANY FORMED 


On August Ist, 1903, the Pennsylvania & North Western 
Railroad, Millersburg Railroad, Tyrone & Clearfield Railway 
Cambria & Clearfield Railroad, Cresson & Irvona Railroad 
and Ebensburg & Black Lick Railroad Companies were con- 
solidated into the Cambria & Clearfield Railway Company. 
As the Pennsylvania Railroad Company was the owner of 
practically all the Stock of the subsidiary companies, this 
step was taken for the purpose of simplifying the management 
of these properties and merging into one organization several 
roads traversing the bituminous coal territory in the Alle- 
gheny Mountain region. 


CONSTRUCTION OF CHERRY TREE & DIXONVILLE 
RAILROAD 

The Cherry Tree & Dixonville Railroad Company, which 
was incorporated and owned jointly by the Pennsylvania 
Railroad Company and the New York Central & Hudson 
River Railroad Company, was being constructed in 1903 
from Cherry Tree to Dixonville, a distance of about 20 
miles. This road was an extension of the Cambria & Clear- 
field Railway, and was built jointly to avoid a useless duplica- 
tion of lines in that territory. 
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ALTERNATE ROUTE PETERSBURG TO ALLEGHENY 
MOUNTAIN SUMMIT 

The construction of a new double-track line about 50 
miles in length, via the New Portage Railroad and the Peters- 
burg Branch, between the summit of the Allegheny Mountains 
and the Main Line at Petersburg in the Juniata Valley was 
completed in 1903, with the exception of the double tracking 
of about six miles of the Petersburg Branch at a point where 
a revision of the location would be necessary in the future. 
The new line formed an alternate route between the points 
mentioned for the movement of coal and other heavy traffic. 


MONONGAHELA & WASHINGTON RAILROAD ACQUIRED 


On July Ist, 1904, the Pittsburgh, Virginia & Charleston 
Railway Company acquired the Monongahela & Washington 
Railroad, which extended from a connection with the former 
road in Monongahela City to a point in West Bethlehem 
Township, Pa., a distance of about 15 miles. 


BRANCH ROAD CONSTRUCTION 


On November 10th, 1903, that portion of the Bedford & 
Hollidaysburg Railroad, extending from its connection with 
the Bedford Division at Cessna to Imler, a distance of about 
12 miles, was completed and placed in service. 

On November 27th, 1904, the Brilliant Branch extend- 
ing from its junction with the Main Line east of East Liberty 
Station, Pittsburgh, to a connection with the Buffalo & Alle- 
gheny Division north of Brilliant and to a junction with 
the West Penn Division south of Aspinwall, a total distance 
of nearly four miles, was completed and opened for traffic. 

On December Ist, 1904, a portion of the Cherry Tree & 
Dixonville Railroad, extending from Cherry Tree to Possum 
Glory Junction, a distance of about 13 miles, was completed 
and placed in service. 

The extension of the Cambria & Clearfield Railway from 
Dilltown to a junction with the Indiana Branch near Black 
Lick Station, a distance of about 13 miles, was completed 
and placed in service on June Ist, 1904. This with the exten- 
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sions which had previously been constructed furnished a 
direct connection between the Indiana Branch and the Cam- 
bria & Clearfield Railway. 


NEW YORK TUNNEL EXTENSION 


The construction of the New York Tunnel Extension 
was actively proceeding in 1904. Contracts had been awarded 
for the two tunnels under the North River between the Wee- 
hawken Shaft in New Jersey and the east side of Tenth 
Avenue, New York City, for the excavation and retaining 
walls for the Passenger Station between Seventh and Ninth 
Avenues in that City, and for the four tunnels under the 
East River to East Avenue in Long Island City. It was 
expected that the remaining tunnel work under Bergen Hill 
on the west side of the North River and in New York City 
east of the Station as well as the Station in that City would 
be put under contract during 1905. 

Large property purchases had been made for the tunnel 
line in New York City west of Ninth Avenue, and also in 
Long Island City and in New Jersey; while a sale of a por- 
tion of the property fronting on Eighth Avenue, New York 
City, opposite the proposed passenger Station, had been 
arranged with the United States Government for use as a 
General Post Office Building, the Tunnel Company reserv- 
ing the subsurface rights for railway purposes. 


FORMATION OF VANDALIA RAILROAD COMPANY 


Effective January 1st, 1905, the Terre Haute & Indian- 
apolis Railroad, St. Louis, Vandalia & Terre Haute Rail- 
road, Terre Haute & Logansport Railroad, Logansport & 
Toledo Railroad and Indianapolis & Vincennes Railroad 
Companies, were merged and consolidated under the title 
of the Vandalia Railroad Company, the Pennsylvania Com- 
pany retaining a large controlling interest in the new Com- 
pany. This consolidation merged into one system the lines 
which formed a direct connnection via Indianapolis with 
St. Louis, together with the roads tributary thereto extending 
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to Vincennes on the south and to South Bend and Butler, 
Ind., on the north, embracing an aggregate of 631 miles of 
main track. 


CONVERTIBLE BOND ISSUE OF 1905 


In April, 1905, the privilege was granted to the stock- 
holders of the Company to subscribe, in an amount equal to 
334%4% of their holdings, for $100,000,000. 314% 10-Year 
Convertible Gold Bonds of the Pennsylvania Railroad Com- 
pany, bearing date October 2nd, 1905, and maturing October 
1st, 1915. The right was given to the holders of these securi- 
ties to convert the same into Capital Stock at any time after 
December ist, 1905, at $75. per share. The proceeds from 
the sale of these Bonds were used to pay off over $27,000,000. 
Consolidated Mortgage Bonds of the Company, which ma- 
tured on June 15th and July Ist, 1905; to purchase additional 
equipment and provide increased shop and terminal facilities; 
also for construction expenditures on the New York Tunnel 
Extension, and on the Main Line between Pittsburgh and 
New York. The amount of the issue and the low interest rate 
led the Company to assure its success against all contingencies 
through the underwriting thereof by the banking firms of 
Kuhn, Loeb & Co. and J. P. Morgan & Co. 


ACQUISITION OF PITTSBURGH, VIRGINIA & CHARLESTON 
RAILWAY 


On April 1st, 1905, the Pennsylvania Railroad Company 
acquired the franchises, corporate property, rights and credits 
of the Pittsburgh, Virginia & Charleston Railway Company. 
The Main Line of this road extended from a junction with the 
Pittsburgh, Cincinnati, Chicago & St. Louis Railway, South 
Side, Pittsburgh, to West Brownsville, Pa., a distance of 
about 53 miles, which with branches aggregating 45 miles, 
made a total length of about 98 miles. 


WATER SUPPLY 


One of the most important matters which received the 
attention of the Management in 1905 was to provide a sufficient 
water supply for the existing and future needs of the Com- 
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pany. Owing to the largely increased demand arising from 
the growth of traffic, the former sources of supply had become 
inadequate, and on the lines traversing the coal regions, the 
_ quality of water was rapidly becoming unfit for locomotive 
use. Arrangements were accordingly made through contracts 
with companies organized and owned by the Pennsylvania 
Railroad Company to secure an adequate supply of good 
water at all points on the Main Line between Pittsburgh 
and New York; also on the more important branches, and 
for the construction of the reservoirs and the piping of the 
water to the Company’s lines, from which it was to be dis- 
tributed along the right of way to the necessary points of 
consumption. 

This work was carried out and the water supply system 
now embraces 36 reservoirs and intakes, the largest of which 
holds one billion gallons, and their total capacity is three 
billion gallons. The total length of pipe lines in the system 
is 151 miles, which with those owned by the Pennsylvania 
Railroad Company on its own right of way, make a total of 
441 miles. Eleven pumping and booster stations are operated 
and maintained, the largest of which has a capacity of 12 
million gallons per day. The total number of gallons fur- 
nished in 1926 was over 14 billions. The area of mountain 
land owned in the water supply system on the various water 
sheds is 27,300 acres, which, in the interest of conservation, 
are protected and reforested from time to time. 

The cost of securing the water supply was large, but the 
great benefits derived from obtaining water in sufficient 
quantity and of good quality has made it a valuable invest- 
ment and more than justified the expenditure, which has 
amounted to approximately 30 million dollars. 


INVESTIGATION BY SPECIAL COMMITTEE OF DIRECTORS 


Pursuant to a resolution passed by Congress on March 7th, 
1906, the Interstate Commerce Commission was instructed 
to investigate and report, among other matters, whether com- 
mon carriers by rail were interested in the ownership of the 
coal carried over their lines, and whether any officers or 
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employes of such carriers charged with the duty of furnish- 
ing cars or other facilities to shippers were interested as 
owners or otherwise in the coal so carried. As it was alleged 
during this investigation that employes of the Pennsylvania 
Railroad Company had not done their duty to the share- 
holders of the Company or to the public, due to their owner- 
ship or interest in corporations doing business with the Penn- 
sylvania Railroad Company, or over its lines, a Special Com- 
mittee of five Directors was appointed to thoroughly inquire 
into and report upon the matter. This Committee, after an 
exhaustive inquiry, reported its findings to the Board of 
Directors, and a copy thereof, as well as its preliminary 
report, was sent to each shareholder. The Committee found, 
as the result of its investigations, that with few exceptions 
the officers and employes of the companies constituting the 
Pennsylvania Railroad System had been faithful to their duty. 
The necessary measures, however, were taken to enforce com- 
pliance with a regulation providing that none of the officers 
or employes of the Company should have any ownership, 
direct or indirect, in any company, or interest in any firm, or 
with any individual owning or operating mines located on 
the Pennsylvania Railroad System, or dealing in coal pro- 
duced therefrom; or in any other business where such hold- 
ing might in any way conflict with their duty to the Company, 
or its duty to the public. 


ACQUISITION OF SOUTH WEST PENNSYLVANIA RAILWAY 


Effective March 31st, 1906, the franchises, corporate 
property, rights and credits of the South West Pennsylvania 
Railway Company were acquired by the Pennsylvania Rail- 
road Company. This road was built as a feeder to the Penn- 
sylvania Railroad System, and extended from the Main Line 
at Greensburg through the coke region of Pennsylvania to 
Connellsville and Uniontown to a connection with the Monon- 
gahela Division, a distance of about 45 miles. It also owned 
86 miles of branch lines. 
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FRENCH FRANC LOAN 


It had been the purpose of the Management to secure a 
portion of the funds required to provide additional equipment 
and a permanent water supply through the sale of short term 
securities to the public. However, the market for invest- 
ment securities in this Country was such that no large amounts 
of money could be raised at reasonable rates of interest. 
Therefore, at the suggestion and with the co-operation of the 
banking firm of Kuhn, Loeb & Co., arrangements were made 
to secure a loan on satisfactory terms in France through 
banking institutions of the highest credit. The result was 
the entry of the Company into a new field for financing its 
capital requirements. This was the first time that any 
American Railroad Bonds had been issued payable in Francs 
and listed on the Paris Bourse. ; 

The loan took the form of an issue, dated June 15th, 
1906, of 250,000,000 francs, or about $48,000,000., of Penn- 
sylvania Company 334% Trust Certificates secured by col- 
lateral, running for 15 years, but subject to redemption at 
par and interest on June 15th, 1918, or any interest period 
thereafter. These obligations were guaranteed by the Penn- 
sylvania Railroad Company, and with their proceeds the 
Pennsylvania Company purchased the Car Trust and Water 
Trust Certificates of the Pennsylvania Railroad Company, 
together with other securities, in an amount substantially 
equal to the proceeds of this loan. The principal of the 
Car Trust and Water Trust Certificates was payable in annual 
installments over a ten year period ending in 1916 and 1917, 
respectively. 


ACQUISITION OF YORK HAVEN & ROWENNA RAILROAD 


On March 31st, 1906, the York Haven & Rowenna Rail- 
road, was acquired by the Pennsylvania Railroad Company. 
This road was a connecting link about 5% miles long in the 
Low Grade Freight Line, then nearing completion, from 
York Haven on the Northern Central Railway on the west 
side of the Susquehanna River to Glen Lock on the Main 
Line. As this small stretch of road did not lie in one of the 


THE PENNSYLVANIA RAILROAD COMPANY 293 


counties through which the Pennsylvania Railroad passed, 
and, therefore, could not be built under its branching powers, 
a separate Charter had to be taken out for its construction 
until it could be absorbed in the manner indicated. 


LOW GRADE FREIGHT LINE COMPLETED 


On August 10th, 1906, the Atglen & Susquehanna Branch 
of the new Low Grade Freight Line, extending from Shock’s 
Mills Station to its junction with the Philadelphia Division 
near Parkesburg Station, a distance of about 45 miles, was 
completed and placed in service. With the completion of 
this branch the entire Low Grade Line was opened for traffic 
between York Haven and Glen Lock. Through its construc- 
tion a double track relief line 13914 miles in length was 
placed in operation from Marysville on the west side of the 
Susquehanna River above Harrisburg to Morrisville on the 
Delaware River opposite Trenton, with the exception of 
nine miles between Parkesburg and Thorndale, which formed 
part of the existing Main Line. 


ELECTRIFICATION WORK 


The electrification of one of the routes of the West 
Jersey & Seashore Railroad from Camden via Newfield to 
Atlantic City, and of its road between Newfield and Millville, 
was completed and placed in service on September 18th, 1906. 
Independent terminals and approaches were constructed in 
Camden and Atlantic City to accommodate this electric 
service. 


NEW YORK TUNNEL EXTENSION 


The construction of the New York Tunnel Extension 
continued in 1906. While the work under the East River 
was somewhat slower in point of completion, that under the 
Hudson River was pushed forward so successfully that on 
September 12th, 1906, one of the iron tubes was completed 
through from Weehawken to New York City, and on Octo- 
ber 9th, 1906, the second tube was in place. 


294 THE GROWTH AND DEVELOPMENT 


IMPROVEMENT PROGRAM OF 1902 PRACTICALLY 
COMPLETED 

In 1906 the Management called attention to the fact 
that the improvements referred to in the Annual Report for 
1902 as absolutely necessary to enable the traffic of the Com- 
pany to be promptly and economically handled between 
Pittsburgh and New York had, with few exceptions, either 
been actually completed or were rapidly approaching com- 
pletion. The completed work covered the construction of 
the Brilliant Branch; the elevated railroad along Duquesne 
Way, together with the new freight station at Pittsburgh 
and the terminal yards adjacent to that city; the construc- 
tion of the double track freight line between Gallitzin and 
Petersburg and of an important part of the classification 
yards located thereon at Hollidaysburg; the building of the 
double track low grade freight line between York Haven 
and Glen Lock and of the Enola Yard in connection there- 
with; the construction of the double track elevated freight 
road through the West Philadelphia Yards between the Main 
Line and the Delaware Extension and the Philadelphia, Bal- 
timore & Washington Railroad; and the reduction of grades 
on the Trenton Cut-off. 


SALES OF CHESAPEAKE & OHIO, BALTIMORE & OHIO, 
AND NORFOLK & WESTERN STOCK 

As the object sought in purchasing a portion of the 
securities of the Chesapeake & Ohio Railway Company, the 
Baltimore & Ohio Railroad Company and Norfolk & Western 
Railway Company, namely, the promotion of a more con- 
servative policy in their Management and to avoid unjust 
discrimination between shippers, had been largely accom- 
plished, and through the amendments to the Interstate 
Commerce Law, the maintenance of tariff rates had been 
practically secured, it was deemed advisable in 1906 to sell 
a part of the Company’s holdings of these securities. This 
sale, which was made at a profit, included all of the Stock 
owned in the Chesapeake & Ohio Railway Company and a 
majority of the Company’s ownership in the Baltimore & 
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Ohio Railroad and Norfolk & Western Railway Companies. 
It has since, however, re-purchased an additional interest 
in the shares of the latter Company. 


ACQUIRING BRANCH LINE MINORITY STOCK INTERESTS 


The policy of acquiring at the proper time the minority 
interests in the roads embraced in the Pennsylvania Railroad 
System had commended itself to the Management, by rea- 
son of the fact that the marked development in the traffic of 
the Main Lines of the Company necessarily increased the 
business and revenues of the branch and auxiliary roads, 
and thus created a market value based upon conditions to 
which they had not contributed. Further, it was in the 
direction of efficiency and economy of operation that traffic 
should reach its destination by the most available route, 
rather than be guided by the question of ownership as between 
competing lines. For these reasons the Management of the 
Company in 1906 authorized the purchase of the minority 
interests in the Philadelphia & Erie and Cumberland Valley 
Railroads, it having for many years owned a majority of the 
Capital Stocks of these two Companies, and in the case of 
the Philadelphia & Erie Railroad was its Lessee and the 
guarantor upon the greater part of its funded debt. Asa 
result a very large majority of the Stocks of the Philadelphia 
& Erie Railroad and Cumberland Valley Railroad Com- 
panies was acquired on the basis, in the case of the first 
named Company, of an exchange of Pennsylvania Railroad 
Company Stock share for share, while three shares of the 
latter Company’s Stock were given for one of the Cumber- 
land Valley Railroad Company. 


DEATH OF PRESIDENT CASSATT 


On December 28th, 1906, President Cassatt died sud- 
denly at his home. The value of his work not alone to the 
Pennsylvania Railroad Company, but to the general railway 
interests of the Country, is well summed up in the following 
extract from the Minute on his death adopted by the Board 
of Directors of the Pennsylvania Railroad Company :— 
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“The events of the years which have elapsed 
since Mr. Cassatt assumed the responsible duties con- 
nected with its (The Pennsylvania Railroad Company) 
Presidency are too indelibly engraved on the minds 
of the members of the Board to require anything else 
than the briefest recital. There never has been a period 
in the history of American railways so pregnant with 
possibilities of evil, but, thanks to the genius of Mr. 
Cassatt and his almost prophetic insight into the future, 
so fruitful of good not only to the Pennsylvania Rail- 
road but to all the great transportation interests of 
the country. 

When Mr. Frank Thomson’s untimely death oc- 
curred, the forces that had been steadily disrupting 
the fabric of railway prosperity had become so con- 
trolling that disaster was imminent. The recurrent 
waves of prosperity and adversity that marked almost 
every decade in our national life-had strewn the path 
with the wrecks of railway enterprises, and the struggle 
for competitive traffic had forced down the actual rates 
paid by shippers to a point where none but the strongest 
and best equipped lines could earn a living profit. 
Agreements to maintain rates were not worth the paper 
upon which they were written, and the rebates extorted 
by large shippers under a threat to divert their traffic 
had built up industries whose development often worked 
injustice to smaller combinations of capital. 

It was at this point that Mr. Cassatt announced 
the policy of the Pennsylvania Railroad to be the abo- 
lition of the rebate system and the extension of equal 
rates and facilities to all shippers. 

This meant the observance and enforcement of 
law, the maintenance of tariff rates, a just recognition 
of the claims of competitors, and a conscientious and 
determined effort to secure the adoption of this policy 
by the other trunk lines. 

The records of the Company show what he did. 
With the cordial support of the Board and the share- 
holders, he invested nearly ninety millions of dollars 
in the purchase of securities of the Baltimore & Ohio, 
Norfolk & Western, and Chesapeake & Ohio Rail- 
ways, and utilized the influence obtained through these 
holdings, not for the selfish advantage of the Penn- 
sylvania Railroad, but for the bettering and building 
up of those lines, with the conviction that in advancing 
their prosperity, he was advancing the prosperity of 
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the Pennsylvania Railroad and making it strong beyond 
peradventure. It is certain that nowhere else in rail- 
way history can there be found another example of 
the pursuance of such a broad policy by a powerful 
company toward its weaker rivals. 

Not only did Mr. Cassatt thus aid, far beyond 
the power of any legal enactment, to destroy the evils 
that had so long existed, but he was one of the first 
to recognize that the trend of public opinion, and con- 
sequently of legislation, was toward the more complete 
regulation of interstate traffic by the national govern- 
ment. Instead, therefore, of blindly combating such 
legislation, he endeavored to so shape it (and it was 
largely through his unwearying efforts and influence 
that it was so shaped) as to secure for the railway prop- 
erty of the country, under the recent enactments, the 
protection of the judicial tribunals, a right never before 
denied to the humblest citizen, but one which was 
almost wrested from the industry which has been the 
most potential in building up our national prosperity. 
Mr. Cassatt’s part in these two great works has cer- 
tainly not been overstated. Their influence for good 
stretches over a continent. 

While thus broadening and strengthening the founda- 
tions of the entire railway system, his work upon the 
Pennsylvania Railroad has been monumental. Notwith- 
standing the fact that the policy of the Company for a 
quarter of a century had been to provide in advance for 
its traffic, and to apply its surplus revenue toward mak- 
ing the crooked paths straight, Mr. Cassatt saw that the 
tremendous impulse which had been suddenly given to 
our national development would require an expenditure 
far beyond anything that had ever before been dreamed 
of, and that nothing but heroic measures would put the. 
road in condition to handle the enormous business that 
would be thrust upon it. 

It is not necessary to recall here the increases of 
Capital Stock, the issues of convertible bonds, the bold 
financiering, that to the outsider seemed to border on 
rashness, but which events have proved were absolutely 
necessary, and without which the road would be today 
unable to do justice either to its shippers or its share- 
holders. Immense terminal yards, relief lines almost 
gigantic in conception and execution, enormous increases 
in motive power and equipment, have marked the 
expenditures during Mr. Cassatt’s administration. And 
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now, when a new line from the summit of the Alleghenies 
has almost reached tidewater, when the waters of the 
Hudson have been tunnelled, when in the near future a 
great passenger station in New York City will be the 
sign that the South and the Southwest and Middle 
West have been united by continuous bands of steel to 
our great commercial metropolis, when farther south 
another magnificent station faces, not unworthily, the 
National Capital, when the work of the last seven years 
has almost reached fruition, the end has come! and with 
the close of the year, all that was mortal of Mr. Cassatt 
has been laid to rest in the quiet churchyard near his 
country home.” 


In summarizing the progress made by the Pennsylvania 
Railroad System during the Administration of President 
Cassatt, the following paragraphs are extracted from a 
biographical sketch of his life:— 


“To provide necessary terminals at the New York 
end of the lines, the New York Bay Railroad was extended 
to Greenville, and an enormous yard laid out at that 
point; at the western terminus of the road the Union 
Station at Pittsburgh was rebuilt; a Terminal Station 
at Camden, N. J., was erected for the Pennsylvania 
Railroad Company, West Jersey & Seashore Railroad 
Company, and Philadelphia & Camden Ferry Com- 
pany; the Rockville Bridge across the Susquehanna 
River was rebuilt as a four track stone arch bridge 3820 
feet in length; a new four track stone arch bridge thrown 
across the Delaware River near Trenton, the railroad 
location in that city revised and the grade crossings in 
Newark and New Brunswick, N. J., in Chester, Pa., and 
Wilmington, Del., eliminated by elevating the tracks 
through those cities. To strengthen the position of the 
Pennsylvania Railroad Company in New York and its 
vicinity, he acquired a controlling interest in the Long 
Island Railroad, established terminal facilities on the 
East River and other New York waters, and built 
freight stations in various parts of Brooklyn, thus secur- 
ing a firm hold on the traffic of Greater New York. He 
also extended the Pennsylvania Railroad Lines into the 
City of Buffalo through the purchase of the stock of the 
Western New York & Pennsylvania Railway Company, 
and to complete the work of binding the lake traffic to 
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the Pennsylvania System, acquired the stock of the Erie 
& Western Transportation Company. In 1900 he inau- 
gurated the ‘community of interest’ principle among the 
several railway lines, and strengthened that principle by 
the purchase of large blocks of stock in railways leading 
to the Atlantic Seaboard. 

In the year 1901 the principal improvements initiated 
were the change of line and the building of the new sta- 
tion in West Philadelphia; the construction of the 
Monongahela Railroad; the Brilliant Cut-Off and other 
improvements at Pittsburgh, including the Duquesne 
Way Elevated Railroad; the double-tracking and reduc- 
tion of grades on the Western Pennsylvania Railroad; 
the construction of the New Portage Railroad and the 
double-tracking of the Petersburg Branch, thereby form- 
ing a complete alternate double-track road from the sum- 
mit of the Allegheny Mountains to Petersburg on the 
Middle Division, and the construction of the freight 
yards at Hollidaysburg and Enola, Pa. The Richmond- 
Washington Line was also established as a joint route 
between these cities for the use of the competitive sys- 
tems, reaching them from the north and south, in which 
enterprise the Pennsylvania Railroad acquired a one- 
sixth interest, and the vast project of a tunnel line to 
connect New Jersey with New York and Long Island 
first took definite shape. 

The years 1902, 1903, 1904 and 1905 witnessed a 
steady and vigorous prosecution of this policy in the 
establishment of a permanent water supply system; the 
four-tracking of the Main Line; the reduction of grades, 
the improvement of alignment, and the enlargement of 
terminals; the building of the Waverly Yards; of the 
new shops at Trenton, N. J.; of the Mantua tunnel and 
cut-off for through passenger trains; of the Cherry Tree 
& Dixonville Railroad; the elevation of the tracks 
through Camden, N. J.; the electrification and double- 
tracking of the West Jersey & Seashore Railroad from 
Camden to Atlantic City; the construction of the remark- 
able Low Grade Freight Line from the Susquehanna 
River to Glen Lock on the Philadelphia Division; and 
the reduction of grades on the Trenton Cut-Off from 
Glen Lock to Morrisville, opposite Trenton, N. J. In 
this connection, and as a natural sequence, followed the 
project to extend the Low Grade Freight Line from Glen 
Lock to the City of Philadelphia, and construct a further 
Low Grade Freight Line from Morrisville to Waverly, 
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so that the Pennsylvania Railroad Company would 
ultimately have the benefit of a through double track 
freight line independent of the four main tracks, and thus 
become a six-track system from Pittsburgh to tidewater 
at New York and Philadelphia. 

The year 1906 was noted for the electrification of 
a portion of the Long Island Railroad; the heavy con- 
struction work on the Philadelphia, Baltimore & Wash- 
ington Railroad, and the building of the new Terminal 
Station in the City of Washington. During that year 
the Company, following the policy of acquiring branch 
or affiliated lines, purchased the minority holdings in 
the Philadelphia & Erie Railroad and Cumberland Val- 
ley Railroad Companies, and made the former railroad, 
which it had operated under lease for many years, an 
integral part of the Pennsylvania Railroad.” 


STATISTICAL DATA 
The following operating, traffic and financial statistics 


will at once indicate the tremendous expansion of the Com- 
pany’s business during President Cassatt’s Administration: 
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DIRECTORS 


The following is a list of the Directors who served 
during President Cassatt’s Administration, together with 
the dates of their election and the end of their service:— 


Name of Director Elected 

Alexander M. Fox......... March 6, 1871, 
N. Parker Shortridge....... March 24, 1874, 
William L. Elkins... ........ March 25, 1879, 
John; Greenicuane sane October 1, 1882, 
As Ja ®Cassatt..- oe sees che oe July 1, 1874, 

a oats arses ete See September 12, 1883, 
Clement A. Griscom........ September 24, 1884, 
Benjamin B. Comegys...... November 9, 1887, 
Amos RR. Littles: 234.0 246.00> November 28, 1888, 
William H. Barnes......... December 11, 1889, 
George Wo0di2) 3... hes oa March 24, 1891, 
Charles E. Pugh... ..0....% March 1, 1893, 

C. Stuart Patterson........ July 2, 1895, 
Effingham B. Morris....... December 31, 1896, 


Sutherland M. Prevost..... February 10, 1897, 
Thomas De Witt Cuyler....May 10, 1899, 


James McCrea. .... 2.0000 June 9, 1899, 
SamnvelWNea >: os a we nlcenes June 14, 1899, 
Lincoln Godfrey. 2... .0.+. + April 11, 1900, 
Rudulph: Ellis® 32% 42... November 11, 1903, 
John BaT hayer son. aves. 4 October 10, 1905, 


Henry Cr Frick: co c eee December 26, 1906, 


End of Service 


October 6, 1907; 
January 3, 1915; 
November 7, 1903; 
March 24,1909; — 
October 1, 1882; 
December 28, 1906; 
November 10, 1912; 
March 29, 1900; 
December 16, 1906; 
May 5, 1918; 
February 17, 1926; 
February 28, 1911; 
November 8, 1924; 
September 30, 1905; 
November 2, 1922; 
March 28, 1913; 
January 12, 1916; 
September 21, 1915; 
April 14, 1912; 
December 2, 1919. 


\ 
: \ 
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JAMES McCREA 
Eighth President—January 2nd, 1907, to January Ist, 1913. 
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JAMES McCREA 
EIGHTH PRESIDENT, 1907-1912 


AMES McCREA, First Vice-President of the Pennsyl- 
vania Lines West of Pittsburgh and Erie, and a Director 
of the Pennsylvania Railroad Company, was elected 

President of the Company, succeeding Mr. Cassatt, on 
January 2nd, 1907. President McCrea was born in Phila- 
delphia on May Ist, 1848, and received his civil engineering 
education in the Pennsylvania Polytechnic College. His rail- 
Way service began in June, 1865, as rodman and then Assist- 
ant Engineer of the Connellsville and Southern Pennsyl- 
vania Railroad, in which position he served until December, 
1867, when he became rodman on the construction of the 
Wilmington & Reading Railroad. In September, 1868, he 
was engaged as Assistant Engineer on the Allegheny Valley 
Railroad, where he remained until March, 1871. On March 
1st, 1871, Mr. McCrea entered the service of the Penn- 
sylvania Railroad as Principal Assistant Engineer in the 
Construction Department, and on August lst, 1874, was 
transferred to the position of Assistant Engineer of Main- 
tenance of Way of the Philadelphia Division, becoming 
Superintendent of the Middle Division on January Ist, 1875, 
in which position he remained until October 15th, 1878, at 
which time he was appointed Superintendent of the New 
York Division. His long connection with the Lines West of 
Pittsburgh began on May Ist, 1882, when he was appointed 
Manager of the Southwest System; on October 10th, 1885, 
he was promoted to the position of General Manager of all 
the Pennsylvania Lines West of Pittsburgh; then to Fourth 
Vice-President, October 19th, 1887; Second Vice-President, 
March Ist, 1890; and First Vice-President of such Lines on 
April 23rd, 1891. On January 2nd, 1907, as already stated, 
be became President of the parent Company. 
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NEW YORK TUNNEL EXTENSION—SUNNYSIDE YARD 


Work was continued on the New York Tunnel Exten- 
sion and Station during the year 1907, although it was 
necessarily delayed by the engineering, legal and muunici- 
pal questions inseparable from so large an undertaking. It 
was not possible to actively proceed with the construction 
of Sunnyside Yard, which was an important part of the 
Tunnel Extension, until June, 1907, when an agreement was 
reached with the City of New York covering the relocation 
of certain streets and the construction of highways across 
this Yard so as to eliminate crossings at grade. The Yard 
was to be about 5,500 feet long and 1,550 feet across at 
the widest point, covering an area of 173 acres. It was to 
contain 53 miles of tracks with a capacity of nearly 1,400 cars. 
The Long Island Railroad and the New York Connecting 
Railroad eventually were to be directly connected with the 
New York Tunnel Extension in the vicinity of this Yard, and 
through these lines the New York, New Haven & Hartford 
Railroad and its New England connections would be pro- 
vided with a direct all-rail route to and from the South and 
West over the Pennsylvania Railroad System. 

On June 26th, 1907, the Companies engaged in the con- 
struction of the New York Tunnel Extension, namely, the 
Pennsylvania, New York & Long Island Railroad Company, 
a corporation of the State of New York, and the Pennsyl- 
vania, New Jersey & New York Railroad Company, a cor- 
poration of the State of New Jersey, were consolidated and 
merged into the Pennsylvania Tunnel & Terminal Railroad 
Company. 


COMPLETION OF UNION STATION, WASHINGTON, D. C. 


On November 17th, 1907, the Union Station at Wash- 
ington, D. C., was opened for operation. The size of the 
Station was ample for the present and prospective needs of 
the railroads entering that City, while its architectural 
appearance was of a character commensurate with its impor- 
tance and location in the National Capital. The Station 
and its approaches were constructed by the Washington 
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Terminal Company, one-half of the Capital Stock of which 
is owned by the Philadelphia, Baltimore & Washington Rail- 
road Company and the other half by the Baltimore & Ohio 
Railroad Company. These two Companies jointly and sever- 
ally guarantee by endorsement $12,000,000. First Mortgage 
Bonds issued by the Terminal Company to pay in part for 
the cost of the Station. It contains two levels, there being 
20 tracks on the upper level for passengers destined to and 
from Washington, and 12 on the lower level for through 
north and southbound traffic. The Station is also used by 
the Atlantic Coast Line Railroad, Chesapeake & Ohio Rail- 
way, Richmond, Fredericksburg & Potomac Railroad, Sea- 
board Air Line Railway and the Southern Railway, it being the 
only Station in Washington for steam railroad passenger traffic. 


ACQUISITION OF PHILADELPHIA & ERIE RAILROAD 


On May ist, 1907, the franchises, corporate property, 
rights and credits of the Philadelphia & Erie Railroad Com- 
pany, the main line of which extended from Sunbury, Pa., 
to Erie, Pa., a distance of about 287 miles, were acquired 
by the Pennsylvania Railroad Company. 


CHARTIERS RAILWAY ACQUIRED 


Under agreement dated November 20th, 1907, the Pitts- 
burgh, Cincinnati, Chicago & St. Louis Railway Company 
acquired the franchises and corporate property of the Chartiers 
Railway Company, the road of which extended from Carnegie 
to Washington, Pa., a distance of about 23 miles. 


TWO CENT RATE LAW UNCONSTITUTIONAL 


Reference was made by the Management of the Com- 
pany in the Annual Report for 1907 to the Bill which was 
passed by the Pennsylvania State Assembly, under which the 
railroads of the State were forbidden to charge more than 
2¢ per mile for passenger transportation within the State. 
In order to earn the average rate theretofore received, which 
was only about 2¢ a mile, it would have been necessary to 
advance the special rates on commutation and excursion 
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business, notwithstanding they had long been in force and 
had furnished the basis upon which communities had been 
built up, values fixed and methods of living established, 
which promoted the health and comfort of the public. If 
this were not done the rate fixed by this law would have 
reduced the earnings of the Company below a fair and proper 
return upon the capital invested. Legal proceedings were, 
therefore, instituted and after an exhaustive examination of 
the data and facts submitted to the Court of Common Pleas 
of the County of Philadelphia to restrain the enforcement of 
the law, it was decided to be unconstitutional by reason of 
the fact that under its provisions injustice would be done 
to the owners of the railways, and this decision was affirmed, 
on appeal, by the Supreme Court of the State of Pennsylvania. 


ACQUISITION OF BALD EAGLE VALLEY AND JUNCTION 
RAILROADS 

Effective March 31st, 1908, the Pennsylvania Railroad 
Company acquired the franchises, corporate property, rights 
and credits of the Bald Eagle Valley Railroad Company, 
which extended from a point on the Main Line of the Penn- 
sylvania Railroad near Tyrone to Lock Haven, a distance 
of about 54 miles. 

Effective March 31st, 1908, the Pennsylvania Railroad 
Company absorbed the Junction Railroad, three miles in 
length. It furnished a connection in Philadelphia between 
the Philadelphia, Baltimore & Washington Railroad, the 
Main Line and the Philadelphia & Reading Railway. 


BRANCH ROAD CONSTRUCTION IN WESTERN 
PENNSYLVANIA 

On January 9th, 1908, the Pennsylvania, Monongahela & 
Southern Railroad was completed and opened for traffic from 
Denbo to Rice’s Landing, Pa., a distance of about seven miles. 

On June 1st, 1908, an extension of the Ellsworth Branch 
from Ellsworth to Marianna, a distance of about eight miles, 
was completed and opened for traffic. This branch extended 
from Monongahela City to Marianna, a distance of nearly 
20 miles. 
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On August 15th, 1908, the Hillman Branch, extending 
from a point on the Cambria & Clearfield Railway near 
Hillman Station, to the Clover Run Mine, a distance of 
about six miles, was completed and placed in service. 


SALE OF CONSOLIDATED MORTGAGE BONDS 


In 1908 the Company issued and sold $39,400,000. Con- 
solidated Mortgage 4% Bonds, dated May lst, 1908, and 
maturing May Ist, 1948, which was a noteworthy transac- 
tion in view of the conditions then existing in the investment 
markets. The financial disturbances of 1907 had been fol- 
lowed by an industrial and business depression, which con- 
tinued throughout the entire year 1908, and as a result it 
had been necessary for the railroads to finance largely with 
short term obligations at high rates of interest. The Manage- 
ment, however, after consultation with its Bankers, decided 
it was not to the advantage of the Company to meet its 
capital requirements by temporary financing. Therefore, 
arrangements were made with Kuhn, Loeb & Co. by which 
that banking firm and N. M. Rothschild & Sons and Baring 
Brothers & Co., Ltd., of England, purchased the entire issue 
of $39,400,000. Consolidated Mortgage 4% Bonds running 
for a 40-year period. As a result £4,000,000 (equivalent to 
$19,400,000.) of these Bonds were sold in England and 
$20,000,000. to American investors, the principal and inter- 
est of the former being payable in Sterling and the latter 
in Dollars. 

The satisfactory price received for these Bonds, under 
such adverse conditions, was an indication of the high credit 
enjoyed by the Company both in this Country and abroad, 
and its beneficial effect on the general situation of the rail- 
roads was reflected in a restoration of more normal market 
conditions for their securities. 


PURCHASE OF STOCK OF NEW YORK, PHILADELPHIA & 
NORFOLK RAILROAD COMPANY 


Under date of June 24th, 1908, an agreement was made 
for the acquisition by the Pennsylvania Railroad Company 
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of the Capital Stock of the New York, Philadelphia & Nor- 
folk Railroad, the main line of which extended from Delmar 
to Cape Charles, Va., a distance of 95 miles, and with the 
Crisfield Branch, 17 miles in length, it had a total mileage 
of 112 miles. The Company also owned and operated a 
ferry service 36 miles in length between Cape Charles and 
Norfolk, Va. Practically all of the Stock was acquired through 
the issuance of $7,478,250., 4% Stock Trust Certificates, 
dated June 30th, 1908, and maturing June lst, 1948, the 
principal and interest of which were guaranteed by the Penn- 
sylvania Railroad Company. They were secured through 
the deposit with the Trustee of the Stock so acquired. The 
basis for its acquisition was the exchange of every $100. par 
value thereof for $300., par value, of these Stock Trust 
Certificates. 

This road formed the connecting link between the Phila- 
delphia, Baltimore & Washington Railroad and the railways 
reaching Norfolk from the South and West, and having, 
through the growth of Norfolk as a business centre and as 
a gateway between the Northern and Southern Atlantic 
States, developed a large interchange traffic with the Penn- 
sylvania Railroad System, it was deemed advisable to acquire 
the ownership of its Capital Stock. 


FIRST SECTION OF HUDSON & MANHATTAN RAILROAD 
COMPLETED 

On July 16th, 1909, the downtown rapid transit tunnels 
of the Hudson & Manhattan Railroad Company were opened 
for traffic, and under agreement dated April 18th, 1906, 
passengers to and from the Pennsylvania Railroad had 
the option of using these rapid transit tunnels between the 
Jersey City Passenger Station of the Pennsylvania Rail- 
road Company and the terminal of the Hudson & Man- 
hattan Railroad Company at Church and Cortlandt Streets, 
New York City. This tunnel system was to be extended 
westward under the Jersey City Station to a point east of 
Summit Avenue in that City, where connection was to be 
made with the Pennsylvania Railroad. From this point 


— 
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the latter road was to be electrified to a new station east of 
Harrison, N. J. (Manhattan Transfer), and a branch con- 
structed from the latter point into Park Place, Newark, N. J. 
A joint rapid transit electric service was then to be operated 
between the Hudson Company’s Church Street Terminal, 
New York City, and Park Place, Newark, while the new 
station east of Harrison would provide the facilities for pass- 
engers desiring to transfer between the rapid transit line 
and all trains on the Pennsylvania Railroad System. 


PAYMENT OF QUARTERLY DIVIDENDS 


In view of the large number of investors holding the 
Stock of the Pennsylvania Railroad Company, the Manage- 
ment deemed it wise to pay its dividends quarterly instead 
of semi-annually, and this method of payment was begun 
with the dividend payable in February, 1910. The Company 
had previously paid quarterly dividends in the period August, 
1875, to May, 1877, but after recovering from the effects of 
the Pittsburgh Riots in the latter year, it began semi-annual 
payments in May, 1879, which continued until the change 
made in 1910. 


LEASE OF DELAWARE RAILROAD 


On March Ist, 1910, the Philadelphia, Baltimore & 
Washington Railroad Company made a new lease of the 
railroad and other property of the Delaware Railroad Com- 
pany for a term of 99 years at a rental equivalent to its fixed 
charges and 8% on the outstanding Capital Stock. The 
main line of this road extended from Wilmington to Delmar, 
Del., a distance of about 95 miles, and with its various 
branches, the road had a total length of 245 miles. 


ACQUISITION OF ALLEGHENY VALLEY RAILWAY 


Effective April 7th, 1910, the Allegheny Valley Railway 
Company was merged into and became a part of the lines 
directly owned by the Pennsylvania Railroad Company, in 
accordance with the agreement dated February 15th, 1906, 
for the acquisition of the franchises, corporate property, 
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rights and credits of that Company. The Pennsylvania Rail- 
road Company agreed to pay $1.00 per share for the Common 
Stock of the acquired Company and $40.00 per share for its 
Preferred Stock, or at the option of the holder of the latter, 
two shares of this Preferred Stock were exchangeable for 
1% shares of Pennsylvania Railroad Company Stock. The 
Allegheny Valley Railway formed the connection, through 
its river and low grade divisions, between the Main Line 
at Pittsburgh and the former Philadelphia & Erie Railroad 
at Driftwood, and also furnished through its line to Oil 
City and the Western New York & Pennsylvania Railway, 
which was also controlled by the Pennsylvania Railroad 
Company, a direct route to Buffalo, Rochester and other 
important traffic centres. Its terminals at Pittsburgh were 
of great value and its location along the Allegheny River 
made tributary to it a territory already largely devoted to 
steel and other manufacturing industries, and capable of 
increased development in the future. 


BEDFORD & HOLLIDAYSBURG RAILROAD EXTENSION 


On May 29th, 1910, the extension of the Bedford & 
Hollidaysburg Railroad from Imler to Brookes Mills, a dis- 
tance of about 11 miles, was completed and opened for 
traffic. The new line formed the connecting link between 
the Main Line and the Bedford & Bridgeport Railway, and 
was an improvement long desired by the communities served 
by these two branch roads. 


LEASE OF LYKENS VALLEY RAILROAD & COAL COMPANY 


Effective July 1st, 1910, the Northern Central Railway 
Company leased the railroad and other property of the 
Lykens Valley Railroad & Coal Company for a term of 99 
years at a rental equivalent to 4% on the outstanding Capi- 
tal Stock of that Company, and the short term agreement 
under which the Northern Central Railway Company had 
previously operated that line was cancelled. The leased 
road extended from Millersburg to Williamstown, Pa., a 
distance of about 19 miles. 
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NEW YORK TUNNEL EXTENSION COMPLETED— 
UNVEILING OF STATUE OF PRESIDENT CASSATT 


It was deemed appropriate that the completion of the 
important extension of the Pennsylvania Railroad System 
into the heart of New York City should be commemorated 
by a fitting tribute to the former President, in whose Adminis- 
tration the work was undertaken. A statue of Mr. Cassatt 
was, therefore, erected in the main waiting room of Penn- 
sylvania Station in that City, which bears the inscription:— 


“Alexander Johnston Cassatt, President, Pennsyl- 
vania Railroad Company 1899-1906, whose foresight, 
courage and ability achieved the extension of the Penn- 
sylvania Railroad System into New York City.” 


This statue was unveiled on August Ist, 1910. Vice- 
President Rea opened the ceremony with the following 
remarks :— 


“We are here today to honor the memory of the 
late President of the Pennsylvania Railroad Company, 
Mr. A. J. Cassatt, and to unveil a statue as a tribute 
to his genius. Mr. Cuyler, Chairman of the Memorial 
Committee, will now present the statue to the Company, 
and Mr. McCrea, President, will, on its behalf, accept 
the same.” 


The remarks of Mr. Thomas DeWitt Cuyler, Chairman of 
the Memorial Committee, follow:— 


“We are gathered here today to take part in an 
event which marks one of the most important epochs 
in the history of the Pennsylvania Railroad. With the 
unveiling of the statue before which we stand, it is 
proposed, sir, that you should officially declare the Sta- 
tion opened for the purpose for which it was built. 

The occasion calls for no ostentatious ceremony or 
elaborate words. These massive walls and columns 
speak in their severe simplicity and majestic silence far 
more eloquently than human tongue could give utter- 
ance to. And so too this splendid statue which we are 
now to look upon, in the greatness of the genius and the 
simplicity of the character of the man, finds a fitting 
resting place amid these surroundings. 

It has been at once the privilege and duty of the 


314 THE GROWTH AND DEVELOPMENT 


Directors to have here placed this portrait of Mr. Cassatt 
and how well the artist has done his work all will admit. 

We ask you as the head of this great corporation to 
take this statue into your keeping and to unveil it to 
the public eye so that all men may know as the inscrip- 
tion so aptly tells us ‘whose foresight, courage and 
ability achieved the extension of the Pennsylvania Rail- 
road system into New York City.’ ” 


President McCrea’s remarks were:— 


“On behalf of the Board of Directors of The Penn- 
sylvania Railroad Company, I accept this noble statue 
of Mr. Cassatt. It is fitting and proper that its unveil- 
ing should be coincident with. official opening of the 
great terminal which The Pennsylvania Railroad Com- 
pany has, prompted by his foresight and courage, builded 
for itself in this, America’s greatest city. 

As the years roll round the greater will be the 
tribute paid to the genius of Mr. Cassatt—and it is the 
source of the greatest pleasure to those of us who had 
the privilege of knowing him, to feel that there has been 
erected to his memory in so fitting a place a statue that 
will so truly express to those who follow, the manner of 
man he was. 

As the fitting conclusion of these ceremonies, I now 
declare this Station officially opened.” 


The Board of Directors also authorized the erection of 
two panels on each side of the main entrance to the Station 
on Seventh Avenue. The panel on the north side bears the 
following historic record :— 


“This tablet is erected by the Board of Directors 
of the Pennsylvania Railroad Company to commemo- 
rate the extension of its Railroad System into New York 
City by the completion and opening on the Eighth day 
of September, A. D. 1910, of the tunnels and Station, 
and to record the names of the Directors and Officers 
who shared the responsibility of authorizing and con- 
structing the undertaking. 

The tunnels and Station were planned and con- 
structed under the executive direction and _ super- 
vision of Alexander Johnston Cassatt, President, and 
Samuel Rea, Vice-President, of the Companies, in- 
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corporated in 1902 in the States of New York and 

New Jersey, and later merged constituting the Penn- 

sylvania Tunnel and Terminal Railroad Company. 
General Counsel, George V. Massey. 


BOARD OF ENGINEERS AND CHIEF ENGINEERS 


Chairman, General Charles W. Raymond. 

Gustav Lindenthal, resigned December 15, 1903. 

Chief Engineer, North River Division, Charles M. 
Jacobs. 

Chief Engineer, East River Division, Alfred Noble. 

Chief Engineer, Electric Traction and Station Con- 
struction, George Gibbs. 

Chief Engineer, Meadows Division, William H. 
Brown, retired March 1, 1906, succeeded as Chief Engi- 
neer by Alexander C. Shand. 

Architects, New York Station, McKim, Mead & 
White. ,, 


BOARD OF DIRECTORS OF THE PENNSYLVANIA 
RAILROAD COMPANY 


Alexander Johnston Cassatt, President, died De- 
cember 28, 1906. 

Sutherland M. Prevost, Vice-President, died Sep- 
tember 30, 1905. 

William L. Elkins, died November 7, 1903. 

Amos R. Little, died December 16, 1906. 

Alexander M. Fox, died October 6, 1907. 

John P. Green, Vice-President, retired March 24, 
1909. 


N. Parker Shortridge, Thomas DeWitt Cuyler, 
Clement A. Griscom, Lincoln Godfrey, 
William H. Barnes, Rudulph Ellis, 

George Wood, Henry C. Frick, 

C. Stuart Patterson, Charles E. Ingersoll, 
Effingham B. Morris, Percival Roberts, Jr. 


W. W. Atterbury, Fifth Vice-President. 
Henry Tatnall, Fourth Vice-President. 
John B. Thayer, Third Vice-President. 
Samuel Rea, Second Vice-President. 
Charles E. Pugh, First Vice-President. 
James McCrea, President.” 
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The panel on the south side contains the following 
historic inscription :— 
“PENNSYLVANIA TUNNEL AND TERMINAL 
RAILROAD COMPANY 

The franchise from the City of New York authoriz- 
ing the construction, maintenance and operation of the 
Tunnel Extension and Station of The Pennsylvania 
Railroad System was granted October 9, 1902, by the 
Board of Rapid Transit Railroad Commissioners 


Alexander E. Orr, Chairman. 


John Claflin, Edward M. Grout, 
Morris K. Jesup, Woodbury Langdon, 
Charles Stewart Smith, John H. Starin, 


Mayor, Seth Low. 


The construction of the Tunnel Extension was 
begun June 10, 1903. The two tunnels under the 
North River and the four tunnels under the East River 
were built by shields driven from each side of the re- 
spective rivers, and union was completed by the junc- 
tion of the last tube on the following dates: 


North River Tunnels, October 9, 1906. 
East River Tunnels, March 18, 1908. 


These were the first tunnels for standard railroad 
trains constructed under these rivers. 

The construction of the New York Station build- 
ing was begun May 1, 1904, and trains were first oper- 
ated from it on regular schedule September 8, 1910. 

The principal contractors were: 

North River Tunnels 

O’Rourke Engineering Construction Company. 
East River Tunnels 

S. Pearson & Son, Inc. 

Crosstown Tunnels—East River to New York Station 

United Engineering and Contracting Company. 
New York Station 

Engineers, Steel Structure and Machinery: West- 

inghouse, Church, Kerr & Co. 

Excavation: New York Contracting Company. 

Erection: George A. Fuller Company. 

Bergen Hill Tunnels 

William Bradley. 
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Meadows Division 
McMullen & McDermott.—H. S. Kerbaugh. 
Henry Steers, Inc. 
Sunnyside Yard and Approaches 
Degnon Realty and Terminal Improvement Com- 
pany. 
Naughton Company and Arthur McMullen. 
Erected by the Board of Directors of The Penn- 
sylvania Railroad Company on the Eighth day of 
September, 1910.” 


TUNNEL EXTENSION AND STATION OPENED 


On September 8th, 1910, the East River Division of 
the New York Tunnel Extension was completed from Penn- 
sylvania Station, New York City, into Long Island, and was 
opened for the operation of trains of the Long Island Rail- 
road under trackage rights granted by the Pennsylvania 
Railroad Company and the Pennsylvania Tunnel & Terminal 
Railroad Company. 

The western portion of the Tunnel Extension from the 
Station in New York City, under the Hudson River to 
Harrison (Manhattan Transfer), N. J., was completed and 
opened for traffic on November 27th, 1910, from which date 
the entire electrified road from that point to a connection 
with the Long Island Railroad in Sunnyside Yard, a dis- 
tance of about 13 miles, has been in operation. 


CONSTRUCTING THE TUNNELS 


The length of the railroad in tunnels is 5.1 miles, of 
which 1.5 miles are under the Hudson and East Rivers. 
There are two single track, cast-iron, reinforced, concrete- 
lined tunnels under the Hudson River and four under the 
East River. The construction of these river tunnels exem- 
plifies the skill of modern engineering. They were driven 
by the shield method under compressed air through the 
mud, sand and rock 70 feet below the surface of the river. 
As the shields progressed the rings of the tubes, 23 feet 
in diameter, were fitted in place, the borings started from 
each side of the river, and the calculations were so accurate 
that in every case the tunnels met within a fraction of an inch. 
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THE STATION 


The Station covers an area of 28 acres, in which there 
are 16 miles of tracks, and it contains 21 running tracks with 
11 separate island platforms. It was anticipated when the 
Station was opened that it would serve the needs of the 
Pennsylvania Railroad System for many years to come, but 
the remarkable growth of traffic, particularly that of the 
Long Island Railroad, has already made it necessary to enlarge 
the space allocated to that road. 


COST OF NEW YORK TUNNEL EXTENSION AND STATION 


The Annual Report for 1910 stated that the cost of the 
New York Tunnel Extension and ‘Station, including real 
estate not permanently required for its use, to December 31st, 
1910, was $112,965,415. This expenditure was carried on 
the books of the Pennsylvania Railroad Company at a cost 
of $55,565,415., while of the difference, $47,400,000. had 
been charged against the Surplus Income and Profit & Loss 
Accounts of previous years, and $10,000,000. was borne by 
the Pennsylvania Company, because this important work 
was constructed for the benefit of the entire Pennsylvania 
Railroad System. As the Lines West of Pittsburgh would 
unquestionably reap a direct advantage therefrom, it was 
pointed out that it was only fair that they should participate 
in the cost thereof. 


FERRY SERVICE DISCONTINUED 


On November 30th, 1910, the ferries from Jersey City 
to 23rd Street, New York, and also to Brooklyn, were dis- 
continued, because with the inauguration of direct rail service 
into New York City and Brooklyn via the Tunnel Extension, 
it was no longer necessary to furnish this ferry service. 


STUDIES FOR PHILADELPHIA PASSENGER TERMINAL 
7 IMPROVEMENTS 
While the approaches to Broad Street Station, Phila- 
delphia, had previously been enlarged and improved, it 
became evident to the Management in 1910, in view of the 
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constant increase in the number of passenger trains, which, 
based on track capacity, was not exceeded in any other large 
terminal in this Country, that further extensions and improve- 
ments to properly accommodate the passenger traffic in and 
out of Philadelphia would have to be undertaken on a large 
scale. The proposed Parkway planned by the City of Phila- 
delphia made it difficult to enlarge the Station on its present 
location, as had previously been contemplated, and this led 
the Management to appoint a Board of Engineers to devote 
their time to assembling and studying the several plans and 
suggestions for the improvement of the passenger terminal 
facilities, and obtaining all information bearing on the subject, 
and submit their conclusions to an Advisory Board, consisting 
of the Executive, Engineering and Operating Officers of the 
Company. The final recommendation of the Advisory Board, 
and plans and estimates for carrying the same into effect, 
were to be submitted to the President and Board of Direc- 
tors of the Company for consideration and to authorize such 
improvements as the situation required. 


LEASE OF NORTHERN CENTRAL RAILWAY 


In the Annual Report for 1910 reference was made to 
the fact that many minority stockholders of the Northern 
Central Railway Company, representing substantial hold- 
ings, requested the Pennsylvania Railroad Company to con- 
sider whether a more permanent operating arrangement or 
lease of its property to that Company could be made on a 
basis equitable to all interests, and a special committee of 
the Board of the Northern Central Railway Company, and 
also a Minority Stockholders’ Committee, were appointed to 
consider the subject. After a careful analysis and study of 
the whole situation, these Committees united in a recom- 
mendation that the lease of the railroad, franchises, equip- 
ment and all other property of the Northern Central Railway 
Company be made to the Pennsylvania Railroad Company 
for 999 years from January lst, 1911, upon the following 


.general basis: (a) Dividends of 8%, payable on the outstand- 


ing Capital Stock of the Company after it had been increased 
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by a 40% Stock dividend; (b) the payment of a 10% cash 
dividend on the Stock outstanding before the 40% increase; 
(c) a further sum sufficient to preserve and maintain that 
Company’s corporate existence and organization; (d) the 
Lessee to also pay all fixed charges and taxes. The 40% 
Stock dividend represented a part of the capital expendi- 
tures previously made, but paid for out of income and surplus. 


COURT PROCEEDINGS BLOCK LEASE 


The proposed lease stating in detail the full terms and 
conditions was submitted to the stockholders of the Northern 
Central Railway Company, and approved by the vote and 
consent of shareholders representing over 93% of the whole 
stock, which included over 85% of shares owned by others 
than the Pennsylvania Railroad Company. The lease, and 
consequent increase of Capital Stock were submitted to the 
Public Service Commission of Maryland for its approval as 
required by law. Upon such approval, the lease could become 
effective, but by reason of two suits instituted by dissatisfied 
minority stockholders, one in the United States Circuit Court 
of the District of Maryland and the other in the same court 
for the Eastern District of Pennsylvania, the Pennsylvania 
Railroad Company Management deemed it prudent to declare 
that it should not be required to execute and effectuate the 
said lease, if approved by the Public Service Commission of 
Maryland. Further, it would not take possession of the rail- 
way and property of the Northern Central Railway Company, 
until each of the two suits against the latter Company and 
the Pennsylvania Railroad.Company were decided, or until 
the latter Company was advised by Counsel that it was 
proper to consummate the same prior to such decision. 


ADVANTAGES OF LEASE 


The Northern Central Railway Company had been affili- 
ated with the Pennsylvania Railroad Company for almost 50 
years. In that time it had received the full benefit of the - 
latter Company’s experience in railroad operation and man- 
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agement, and although several previous attempts to lease that 
property to the Pennsylvania Railroad Company were unsuc- 
cessful, because of the lack of unanimity among the Northern 
Central Railway Company stockholders, it was believed that 
the time had come when it was desirable and proper for 
it to be leased. Both Companies, by reason of this long 
affiliation, their mutual trackage agreements, and terminal 
grants, had become so essential in their operations to each 
other, and the Northern Central Railway Company being 
dependent upon the traffic interchanged with the Pennsy]l- 
vania Railroad for about 85% of its gross revenues, it was 
evident that a lease would be a natural result. It was felt 
that the closer operating relationship which would be thereby 
effected could not fail to be beneficial to the two Companies, 
and to the territory served by the Northern Central Railway. 


RIDGWAY & CLEARFIELD RAILROAD ACQUIRED 


Effective March 31st, 1911, the Ridgway & Clearfield 
Railroad Company was absorbed by the Pennsylvania Rail- 
road Company. This road extended from Ridgway, on the 
Erie Division, to Falls Creek, on the Allegheny Valley Low 
Grade Division, a distance of about 27 miles, and had been 
owned and operated by the Pennsylvania Railroad as one 
of its subsidiaries for over 25 years. 


HOLLIDAYSBURG, BEDFORD & CUMBERLAND RAILROAD 
FORMED 

Effective May Ist, 1911, the Bedford & Hollidaysburg 
Railroad Company and the Bedford & Bridgeport Railway 
Company were consolidated under the corporate name of 
the Hollidaysburg, Bedford & Cumberland Railroad Com- 
pany. The consolidated Company extended from Brookes 
Mills to a junction with the Cumberland & Pennsylvania 
Railroad at the Pennsylvania-Maryland State Line, a distance 
of about 62 miles, which with the Holderbaum and Mt. 
Dallas branches, gave it a total length of nearly 72 miles. 
On May 20th, 1914, the new Company was acquired by the 
Pennsylvania Railroad Company. 
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WESTERN CONSOLIDATIONS 


Under agreements effective July 1st, 1911, two impor- 
tant consolidations were effected on the Pennsylvania Lines 
West of Pittsburgh. The first was the merger of the Toledo, 
Walhonding Valley & Ohio Railroad Company and the Cleve- 
land & Marietta Railway Company into the Toledo, Columbus 
& Ohio River Railroad Company, which the Pennsylvania 
Company was to continue to operate. The consolidated 
company had a total mileage of 341 miles, consisting prin- 
cipally of the line from Mansfield to Toledo, O., 80 miles; 
the Sandusky Branch, extending from Sandusky to Colum- 
bus, O., 108 miles; the road from Canal Dover to Marietta, 
O., 103 miles, and the line from Coshocton to Loudonville, 
O., 45 miles. 

The second consolidation, effective July 1st, 1911, was 
the Cleveland, Akron & Columbus Railway Company and 
the Cincinnati & Muskingum Valley Railroad Company into 
the Cleveland, Akron & Cincinnati Railway Company, which 
was also to be operated by the Pennsylvania Company. 
The consolidated company had a total mileage of 335 miles, 
consisting principally of the line from Hudson to Columbus, 
O., nearly 144 miles, the Dresden Branch extending from 
Killbuck to Trinway, O., 33 miles, and the road from Trin- 
way to Morrow, O., 148 miles. 


NORTHUMBERLAND YARD COMPLETED 


On August 6th, 1911, the Northumberland Classifica- 
tion Yard, Northumberland, Pa., was completed and placed 
in operation. This yard covered an area of 700 acres and 
contained 70 miles of new track, it having been constructed 
to replace the two yards at Sunbury, to relieve the conges- 
tion at Harrisburg Yard, and to facilitate the handling of 
traffic over the Northern Central Railway and the Erie 
Division of the Pennsylvania Railroad. It was also neces- 
_ sary to construct a new line between the Williamsport and 
Sunbury Divisions in order to properly accommodate the 
traffic to and from the yard. The expenditure involved was 
to be divided between the Northern Central Railway Com- 
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pany and Pennsylvania Railroad Company in proportion to 
their respective use of the facilities. 


RAPID TRANSIT LINE COMPLETED TO NEWARK, N. J. 


On November 26th, 1911, the Newark Rapid Transit 
Line, which provided a frequent multiple unit electric service 
to and from the Terminal of the Hudson & Manhattan Rail- 
road at Cortlandt and Church Streets, New York City, via 
Manhattan Transfer Station, to Park Place, Newark, N. J., 
was completed and placed in operation. 


CONSTRUCTION OF NEW YORK CONNECTING RAILROAD 


The New York Connecting Railroad Company, the Capi- 
tal Stock of which had been owned for many years one-half 
each by the Pennsylvania Railroad Company and the New 
York, New Haven & Hartford Railroad Company, was con- 
structing its railroad in 1911 from a connection with the 
Long Island Railroad, near the boundary line between the 
Boroughs of Brooklyn and Queens, New York City, through 
the latter Borough to and over the East River and Randall’s 
and Wards Islands, to a connection with the New York, 
New Haven & Hartford Railroad near Port Morris, in the 
Borough of Bronx; also a connection from said main line 
to the New York Tunnel Extension in Sunnyside Yard, Long 
Island City. A franchise had been obtained to carry out 
this work from the City of New York after several years’ 
delay. Contracts had been awarded for the steel work for 
the bridge over the East River known as “‘Hell Gate Bridge,” 
and its viaducts and approaches, on the north into Bronx 
Borough, and on the south into the Borough of Queens, 
Long Island. 

Upon the completion of this railroad, and the exercise 
of trackage rights to be obtained from the Long Island Rail- 
road Company between the said connection and its Bay 
Ridge Terminals on New York Harbor, the freight traffic 
interchanged between the Pennsylvania and New Haven 
Systems, which was then transported by floats between the 
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Pennsylvania terminals on the west side of the Hudson 
River and the New York, New Haven & Hartford Railroad 
Company’s lines at Port Morris, a distance of about 14 
miles, would be floated from Greenville, N. J., to Bay Ridge, 
Long Island, a distance of about 3% miles, and thence 
moved by rail to Port Morris. Further, the connection with 
the New York Tunnel Extension would permit a direct all- 
rail movement via the Pennsylvania Station, New York City, 
for the passenger traffic interchanged between the two Sys- 
tems. It was also felt that the New York Connecting Route 
would materially expedite the movement of passenger and 
freight traffic to and from New England and avoid conges- 
tion and delays in New York Harbor, which frequently 
occurred by reason of fog, ice, tides and the crowded condi- 
tion of the Hudson and East Rivers. 


ESTIMATED COST 


It was stated that about three years would be required 
to construct the New York Connecting Railroad, including 
its East River Bridge and Viaducts, and the cost thereof, 
estimated at about $15,000,000. (in addition to the $5,000,000. 
previously advanced in equal amounts by the two owning 
Companies and represented by its Capital Stock and Notes) 
was to be provided for through an issue of its Bonds. The 
principal and interest of these securities were to be guaranteed 
by the Pennsylvania Railroad Company and the New York, 
New Haven and Hartford Railroad Company, and the line 
was to be operated pursuant to an agreement between the 
two Companies, under which they were to participate in its 
profits, or meet its deficits. 


WILKES-BARRE CONNECTING RAILROAD 


The Wilkes-Barre Connecting Railroad Company was 
incorporated on November 18th, 1912, jointly by the Penn- 
sylvania Railroad Company and the Delaware & Hudson 
Company, to construct a line seven miles in length from But- 
tonwood Yard, on the Pennsylvania Railroad, west of the 
City of Wilkes-Barre, to Hudson, on the Delaware & Hud- 
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son Company’s road. This was done in order to facilitate 
the interchange of traffic between the two roads and avoid 
its movement through the business centre of that City, and 
via the tracks of other railroads. The road was completed 
and opened for traffic in 1915. 


PHILADELPHIA PASSENGER TERMINAL IMPROVEMENTS 


The improvements of the passengers facilities in Phila- 
delphia, to which reference has heretofore been made, con- 
tinued to receive consideration by the various departments 
in the service, and also by the Consulting Electrical Engi- 
neers of the Company in the year 1912. From the studies 
that had been made it was evident that it would necessitate 
an increase in the tracks and platforms, and the enlargement 
and improvement of the station facilities at Broad Street 
Station and its approaches as far as West Philadelphia Sta- 
tion and Yard; the widening of the bridge, and its approaches, 
over the Schuylkill River and the adjoining entrances to 
Fairmount Park at Girard Avenue, by the construction of 
three additional tracks and a revision of the signals and inter- 
locking; the enlargement of North Philadelphia passenger 
station and its approaches by the addition of four new tracks 
with high level island platforms, and other improvements 
including the relocation of the junction of the Chestnut Hill 
Branch with the New York Division at that point. 


CAMBRIA & CLEARFIELD RAILWAY ABSORBED 


Effective March 31st, 1913, the Cambria & Clearfield 
Railway Company was absorbed by the Pennsylvania Rail- 
road Company. It was made up of a great many branch 
roads, the most important and largest of which were the 
line from Bellwood to Fordham, a distance of nearly 65 
miles; the branch from Cresson to Glen Campbell, 50 miles; 
the Black Lick Branch extending from Kaylor to a connec- 
tion with the Conemaugh Division at Black Lick Station, 
37 miles; the line from Cresson to Irvona, 26 miles, and the 
Susquehanna Branch, which was built from Bradley Junction 
to Cherry Tree, 18 miles. The Cambria & Clearfield Rail- 
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way had been owned and operated by the Pennsylvania 
Railroad Company in connection with its Main Line for many 
years, the construction of the former road and its several 
constituents having been promoted by it for the develop- 
ment of the bituminous coal traffic in the Clearfield region. — 


IMPROVEMENTS BETWEEN PITTSBURGH AND BUFFALO 


It became evident to the Management in 1912 that to 
more expeditiously and economically handle the increasing 
traffic between Pittsburgh and Buffalo via the Allegheny 
Division and the Western New York & Pennsylvania Rail- 
way, it was necessary to construct three tunnels, reduce the 
grades and make other improvements on the Allegheny 
Division between Pittsburgh and Oil City; also to make 
reduction of grades and otherwise improve the railroad and 
yard facilities between Oil City and Buffalo via Brocton and 
the Chautauqua Branch, and thus more fully utilize it as 
the principal route for passenger and freight traffic between 
these cities. This work was authorized and when com- 
pleted the objectionable heavy grades would be restricted 
to relatively short distances between the said cities, and 
this route made 58 miles shorter than the existing line via 
Oil City, the Salamanca Branch and Olean. It would not 
only have this advantage in distance, but its use would post- 
pone for several years the double tracking and other expendi- 
tures on the route then used. 


PURCHASE OF OHIO RIVER & WESTERN RAILWAY 
COMPANY 


During the year 1912 the Pennsylvania Company pur- 
chased practically the entire outstanding Capital Stock and 
all the Bonds of the Ohio River & Western Railway Com- 
pany, a narrow gauge road extending from Bellaire to Zanes- 
ville, O., a distance of about 110 miles. 


RESIGNATION AND DEATH OF PRESIDENT McCREA 


On November 13th, 1912, Mr. McCrea tendered his res- 
ignation as President, effective January 1st, 1913, expressing 
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a desire to be relieved from the arduous duties and responsi- 
bilities so inseparably connected with that office, and thus 
endeavor to secure the rest and relaxation necessary for the 
preservation of his health. The Minute of the Board of 
Directors in accepting his resignation paid a splendid tribute 
to the valuable, efficient and untiring services rendered by 
Mr. McCrea, which concluded with an expression of keen 
regret at the severance of his official relations with the Com- 
pany. He, however, consented to continue as a Director of 
the Company, and served until his death on March 28th, 1913. 

The Board of Directors, in recording his death, adopted 
an appropriate Minute, in which the stockholders joined, 
expressing their deep sorrow and keen sense of personal and 
official loss, and calling attention to his 48 years of devoted 
service, during which time he had risen from the humble 
post of rodman to the Presidency of the Company. The 
following paragraphs, extracted from the Minute, indicate 
the value of his service to the Company and the esteem in 
which he was held by his associates :— 


** As an officer his sole aim was the betterment of 
the service, as a Director and Chief Executive the 
advancement of the interest of the Company and its 
Stockholders, and the preservation of its prestige and 
integrity. 

James McCrea has come to the inevitable end of 
man, but his achievements are of lasting importance, 
and his name and memory are indelibly and worthily 
inscribed, with those of his distinguished predecessors, 
high in the hall of fame, and deep in the hearts of those 
whose privilege it was to know and labor with him.” 


STATISTICAL DATA 


The following operating and traffic statistics and finan- 
cial data will indicate the growth of the Company during 
the Administration of President McCrea, 1907 to 1912, 
inclusive :— 
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DIRECTORS 


The following is a list of the Directors who served 
during President McCrea’s Administration, together with the 
dates of their election and the end of their service :— 


Name of Director 
Alexander M. Fox..... 
N. Parker Shortridge... 
joun P. Greens oii u-k. + 


Clement A. Griscom.... 


William H. Barnes..... 
Trew ee WOU oe wisik ni 
Charles E. Pugh....... 
C. Stuart Patterson... . 
Effingham B. Morris... 


Thomas DeWitt Cuyler . 


James McCrea........ 
mHmner OAL yoo Ss 
Lincoln Godfrey....... 
Rudulph Ellis......... 
John B-Thayer........ 
Henry. rick. .<.5: 3; 
Charles E. Ingersoll.... 
Percival Roberts, Jr.... 
Henry Tatnall......... 
W. W. Atterbury...... 
George D. Dixon...... 


Elected 


....March 6, 1871, 
....March 24, 1874, 
....October 1, 1882, 
....September 24, 1884, 
....December 11, 1889, 
....March 24, 1891, 

$.... March 1, 1893; 
~sasJuly 2, 1895, 
....-December 31, 1896, 
..May 10, 1899, 
....June 9, 1899, 
....June 14, 1899, 
....April 11, 1900, 
....November 11, 1903, 
....-October 10, 1905, 
....December 26, 1906, 
....January 23, 1907, 
....October 23, 1907, 
....April 9, 1926, 
....March 24, 1909, 
....March 3, 1911, 
....september 16, 1912, 


End of Service 


October 6, 1907; 
January 3, 1915; 
March 24, 1909; 
November 10, 1912; 
May 5, 1918; 
February 17, 1926; 
February 28, 1911; 
November 8, 1924; 
November 2, 1922; 
March 28, 1913; 
January 12, 1916; 
September 21, 1915; 
April 14, 1912; 
December 2, 1919; 


re) * euie) 8) ob le a 48g CWS 


August 1, 1925. 
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SAMUEL REA 
NINTH PRESIDENT, 1913-1925 


OLLOWING the resignation of President McCrea, the 
F Board of Directors on November 13th, 1912, elected 

Samuel Rea as President, effective January 1st, 1913. 
Mr. Rea was born in Hollidaysburg, Pa., on September 21st, 
1855. His first connection with the Pennsylvania Railroad 
Company was in the Engineering Department in 1871, as a 
chainman and rodman on the Morrison’s Cove, Williamsburg 
and Bloomfield Branches. Early in 1874, he left the service 
of the Pennsylvania Railroad Company, but returned to it 
in the Spring of 1875, and was stationed at Connellsville, 
Pa., with an engineering corps. From 1875 to 1877 Mr. Rea 
was Assistant Engineer in the construction of the chain 
suspension bridge over the Monongahela River in Pitts- 
burgh, and upon its completion was appointed Assistant 
Engineer of the Pittsburgh and Lake Erie Railroad, then in 
course of construction, with which Company he remained 
until the completion of that road. In 1879 he again returned 
to the Pennsylvania Railroad in the capacity of Assistant 
Engineer in charge of the construction of the extension of 
the Pittsburgh, Virginia & Charleston Railway; from 1879 
to 1883, he was Engineer in charge of surveys in West- 
moreland County and of the re-building of the Western Penn- 
sylvania Railroad, to make it a low-grade freight line; in 
1883 he was transferred to Philadelphia as Assistant to Vice- 
President DuBarry, with title of Principal Assistant Engineer, 
which he held until his appointment in 1888 as Assistant to 
the Second Vice-President. He retained this office until 1889, 
when he resigned to go to Baltimore as Vice-President of the 
Maryland Central Railway Company, and Chief Engineer 
of the Baltimore Belt Railroad Company. 

In 1891, on account of ill health, Mr. Rea resigned and 
left Baltimore, doing no active work for a year, after which 
he resumed the practice of his profession. After an absence 
of three years from the service of the Pennsylvania Railroad 


SAMUEL REA 
Ninth President—January Ist, 1913, to October Ist, 1925, 
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Company he was appointed Assistant to the President of 
that Company on May 25th, 1892. On February 10th, 1897, 
he was appointed First Assistant to the President, and on 
June 14th, 1899, was elected Fourth Vice-President of the 
Company; on October 10th, 1905, Third Vice-President, 
and on March 24th, 1909, Second Vice-President. In addi- 
tion to his former duties he was placed in charge of the 
Engineering and Accounting Departments. On March 3rd, 
1911, he was elected First Vice-President, and on May 8th, 
1912, when the practice of designating the Vice-Presidents 
numerically was discontinued, Mr. Rea was elected Vice- 
President, which position he held at the time of his election 
to the Presidency. 

He actively supervised the locating, planning, and con- 
struction of the Pennsylvania Railroad’s Tunnel Extension 
into and through New York City and the large station in 
that City, as well as the New York Connecting Railroad, 
and its “‘Hell Gate Bridge,’ which is the connecting line 
of railroad between the Pennsylvania and New Haven Sys- 
tems on Long Island. He was also a member of the Rail- 
roads’ War Board, which was voluntarily formed in 1917 to 
co-ordinate, for the period of the World War, the operations 
of all the railroads of the United States into a single railroad 
system, which was placed unreservedly at the service of the 
Government. 


ELECTRIFICATION BETWEEN ALTOONA AND CONEMAUGH 


The Management stated to the stockholders in the 
Annual Report for 1913 that, in keeping with its policy to 
promote efficiency and economy of operations, it had been 
considering the advisability of electrifying that portion of 
its Main Line between Altoona, at the foot of the eastern 
slope, and Conemaugh on the western slope of the Allegheny 
Mountains, a distance of about 35 miles. Preliminary esti- 
mates had been made which indicated that a saving could 
be effected which would compensate for the outlay, but that 
the work would not be actively taken up until there was an 
improvement in the earnings of the Company. 
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PROPOSED LEASE OF WEST JERSEY & SEASHORE 
RAILROAD 

The Pennsylvania Railroad Company concluded negotia- 
tions in 1913 for a lease of the West Jersey and Seashore Rail- 
road Company for 999 years on the basis of guaranteeing 
the payment of 6% dividends upon its Stock and all fixed 
charges and taxes. The lease, however, failed to receive the 
approval of the New Jersey Public Utilities Commission and 
no further effort was made to lease the property. 


FLOODS IN OHIO AND INDIANA 


In March, 1913, the Company’s Lines West of Pittsburgh 
suffered very severely from an unprecedented rainfall in Ohio 
and Indiana, especially in the valleys of the Muskingum, 
Scioto and Miami Rivers. All of them overflowed their 
banks, causing great loss of life and hundreds of millions of 
dollars in property damage. Commencing on March 23rd, 
there fell in less than three days more than three months’ 
rainfall, submerging stations, bridges and roadbed, and caus- 
ing hundreds of miles of track to be swept away. The cities 
of Dayton, Hamilton, Piqua and Zanesville, O., were almost 
completely submerged, and great damage was also caused 
in certain districts of Columbus and Cincinnati. The city 
of Dayton, in which 98 lives were known to have been lost, 
was the greatest sufferer. The Lines of the Pennsylvania 
Company, Pittsburgh, Cincinnati, Chicago & St. Louis Rail- 
way and Vandalia Railroad Companies were the most seri- 
ously affected, it having cost over $3,500,000. to restore them 
to their normal condition. 


DISPOSITION OF ANTHRACITE COAL PROPERTIES 


On September 26th, 1913, the Pennsylvania Railroad 
Company announced that it had decided to dispose of its 
security holdings in the anthracite coal companies owning 
properties served by its System, namely: the Susquehanna 
Coal Company, Mineral Railroad & Mining Company and 
Summit Branch Mining Company. It was, however, deemed 
advisable to first compact the ownership of these securities 
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and properties into the Susquehanna Coal Company, and 
steps were accordingly taken to sell to that Company the 
Stock of the Summit Branch Mining Company, upon the 
consummation of which the latter Company was to be dis- 
solved. The Mineral Railroad & Mining Company, one- 
third of the Capital Stock of which was owned by the Penn- 
sylvania Railroad Company and two-thirds by the Northern 
Central Railway Company, operated coal lands leased from 
the latter Company and the Manor Real Estate & Trust 
Company. However, being unable to pay the prescribed 
royalties, it transferred its 999 year leases to the Susque- 
hanna Coal Company. The lands of the Manor Real Estate 
& Trust Company operated by the Mineral Railroad & 
Mining Company were sold to the Susquehanna Coal Com- 
pany, and negotiations concluded for the sale to the latter 
Company of other lands operated by the Mineral Company 
for the Northern Central Railway Company. The Susque- 
hanna Coal Company subsequently issued its 5% 5-Year 
Gold Bonds, due January ist, 1919, to pay for these lands. 
The purpose of vesting the ownership of these properties 
in the Susquehanna Coal Company was to insure a con- 
tinuation of the policy of operating the mines in the interest 
of conserving the coal supply, so that should a purchaser be 
found for the securities of the Susquehanna Coal Company, 
the new owners would obtain possession of the properties 
subject to these mining obligations. 


FEDERAL VALUATION OF RAILROADS 


Under the Act of Congress approved March Ist, 1913, 
providing for the Federal Valuation of property owned or 
used for railroad purposes, the railroads were required to 
co-operate with the Interstate Commerce Commission under 
whose direction the valuation was to be made. As this was 
a very important subject from the standpoint of the rail- 
roads of the Country, they appointed on Apri! 24th, 1913, a 
Presidents’ Conference Committee on Federal Valuation, for 
the purpose of acting in an advisory capacity on behalf of 
the railroads with a view to promoting co-operation with the 
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Commission. President Rea was elected General Chairman 
of this Committee in 1913, and up to the present time has 
continued to serve in that capacity. 

The Pennsylvania Railroad Company also appointed for 
this purpose a Valuation Committee, consisting of officers 
from various Departments of the service, so as to facilitate 
the preparation of the necessary data and give the subject 
the consideration which its importance required. 


EXCHANGE OF BALTIMORE & OHIO FOR SOUTHERN 
PACIFIC STOCK 


Reference was made in the Annual Report for 1913 to the 
exchange of 57,250 shares of Common Stock and 142,736 
shares of Preferred Stock of the Baltimore & Ohio Railroad 
Company for 171,438 shares of Capital Stock of the Southern 
Pacific Company. In consummating this transaction, the 
Southern Pacific Company Stock was valued at its par value 
of $100. per share and the Common Stock of the Baltimore 
& Ohio Railroad Company at the same figure, while the 4% 
Preferred Stock of the latter Company was valued at $80. 
per share, which was its approximate market value. It was 
stated that the Pennsylvania Railroad Company would re- 
ceive greater dividend returns from the Southern Pacific Com- 
pany Stock, and that it could be held either as an investment 
or sold when conditions permitted. 


CORNWALL & LEBANON RAILROAD COMPANY STOCK 
PURCHASED 

In 1913 the Pennsylvania Railroad Company acquired 
a majority of the Capital Stock of the Cornwall and Lebanon 
Railroad Company, whose road connected with the Main 
Line of the former Company at Conewago, Pa., and extended 
to the manufacturing town of Lebanon, Pa., a distance of 
about 22 miles. 


CHICAGO UNION STATION 


The Pennsylvania Company, Pittsburgh, Cincinnati, 
Chicago & St. Louis Railway, Chicago, Burlington & Quincy 
Railroad, and the Chicago, Milwaukee & St. Paul Railway 
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Companies, having made large expenditures for the purchase 
of real estate in the City of Chicago for a new Union Pass- 
enger Station, incorporated the Chicago Union Station Com- 
pany in 1913 to carry out this work. It was to be erected 
adjacent to the then existing Union Station, which had become 
inadequate to meet the demands of the traffic, and when the 
necessary franchise rights had been obtained, work on the 
new Station was to begin. The cost was to be financed 
largely through the issuance and sale of Bonds of the Sta- 
tion Company, which were to be guaranteed principal and 
interest by the Owning Companies. 


SOUTH PHILADELPHIA IMPROVEMENTS 


On March 23rd, 1914, an agreement was executed between 
the City of Philadelphia and the Pennsylvania Railroad Com- 
pany, Philadelphia, Baltimore and Washington Railroad Com- 
pany and the Baltimore & Ohio Railroad Company, under 
which nearly all grade crossings of the foregoing railroads 
were to be eliminated in the southern part of Philadelphia. 
Under this agreement the City agreed to bear an equitable 
portion of the cost of the work. 


SUGGESTING NEW RAILROAD LEGISLATION 


In 1914 the Management of the Pennsylvania Railroad 
Company in its Annual Report suggested that the increased 
scope and great burden of the duties and responsibilities 
imposed upon the Interstate Commerce Commission should 
be followed by the amendment of the Federal Laws from 
which its authority is derived; that the Commission should 
be enlarged and definitely empowered by specific provisions 
in the laws to strengthen the railroads, upon which the wel- 
fare of the Country was largely dependent; that the posi- 
tion of a Commissioner should be placed beyond political 
influence by a long tenure of office and the compensation 
should be sufficient to attract and retain men of the widest 
experience and greatest ability; that the regulatory power 
of the Commission should be clearly extended to the super- 
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vision and control of all rates and practices, which directly 
or remotely affect interstate transportation; that the serv- 
ices of the Commission should be made available to remedy 
the concededly inadequate revenues of the railroads for 
the transportation of mails and parcel post and the power 
of Commissions, State and Federal, to suspend increases 
in rates should be limited so as to prevent loss of revenue 
to the railroads during the suspension of rates subsequently 
determined to be reasonable. 


LEASE OF NORTHERN CENTRAL RAILWAY 


On July 29th, 1914, the lease of the Northern Central 
Railway to the Pennsylvania Railroad Company was exe- 
cuted and the lines of that Company were made a part of 
the Central Division of the Pennsylvania Railroad. The 
necessary rental payments and other adjustments between 
the lessor and lessee were made effective as of January Ist, 
1911. 


YORK, HANOVER & FREDERICK RAILWAY FORMED 


During the year 1914 the Central Railroad of Maryland, 
which had commenced the building of a railroad extending 
from Keymar, Md., to Union Bridge, Md., a distance of 5% 
miles was, effective July 6th, 1914, consolidated with the 
York, Hanover & Frederick Railroad Company, forming a 
new corporation known as the York, Hanover & Frederick 
Railway Company, which was entirely owned by the Penn- 
sylvania Railroad Company. The new Company completed 
in 1914 the construction of what then became a branch 
between Keymar and Union Bridge, which, with its main 
line from York, Pa., to Frederick, Md., gave it a total length 
of 61 miles. 


SCHUYLKILL RIVER BRIDGE COMPLETED 


The five-track re-enforced concrete and stone arch bridge 
over the Schuylkill River at the Girard Avenue entrance to 
Fairmount Park, Philadelphia, was completed and placed in 
operation in 1914 and the old double track bridge removed. 
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PURCHASE OF ROADS TO DAYTON, O. 


The Pennsylvania Company acquired in 1914 by pur- 
chase all of the outstanding stock of the Dayton, Lebanon 
& Cincinnati Railroad & Terminal Company, which owned 
a line 23.27 miles long, connecting with the Cincinnati, 
Lebanon & Northern Railway (also owned by Pennsylvania 
Company) at Dodds, O., and extending into Dayton, O., 
in which City it owned an extensive and valuable terminal 
property. 


FINAL ISSUE OF CONSOLIDATED MORTGAGE BONDS 


The Pennsylvania Railroad Company sold, in the early 
part of 1915, $49,000,000. Consolidated Mortgage 41%4% 
Bonds, bearing date February lst, 1915, and maturing 
August lst, 1960. With this issue, the total amount of 
Bonds outstanding under the Consolidated Mortgage was 
almost $100,000,000., which was the maximum amount that 
could at any time be issued and outstanding. In view of 
the creation of the new General Mortgage, to which reference 
is later made, it was deemed advisable to close the Consoli- 
dated Mortgage and issue no more Bonds thereunder. 


CREATION OF GENERAL MORTGAGE 


With the continued growth of the Pennsylvania Rail- 
road System and the great expansion of the Country’s com- 
merce and industry, the capital requirements for the improve- 
ment of the property were constantly increasing. It was, 
therefore, realized that the Company would have to create a 
mortgage which would provide a broad basis for financing 
capital expenditures for some years to come, just as the Con- 
solidated Mortgage had been created in the early 70’s for a 
similar purpose, and a General Mortgage was created and 
dated June ist, 1915. Its principal provisions were:— 

1. The aggregate amount of General Mortgage 


Bonds, at any time outstanding, could not exceed the 
par value of the outstanding Capital Stock of the Com- 
pany. 

2. At no time was the total issue of General Mort- 
gage Bonds, together with other outstanding prior debts 
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of the Company, to exceed three times the outstanding 
par value of Capital Stock. This was inserted to meet 
the laws of some States governing investments by Sav- 
ings Banks and Insurance Companies. 

3. A sufficient margin of General Mortgage Bonds 
was reserved to refund the outstanding issue of Con- 
solidated Mortgage Bonds and other underlying Bonds 
when they matured. At the maturity of such prior 
lien Bonds no further issues could be made under their 
respective mortgages. 

4. That subject to the Consolidated Mortgage and 
mortgages of acquired companies, the General Mort- 
gage was a first lien on the Main Line and branches of 
the Pennsylvania Railroad between Philadelphia and 
Pittsburgh, its equipment, appurtenances, etc., as well 
as certain leaseholds East of Pittsburgh and Erie. 


FIRST SALE OF GENERAL MORTGAGE BONDS 


The Company sold in May, 1915, $65,000,000. of these 
General Mortgage 414% Bonds, Series “‘A,’”’ dated June Ist, 
1915, and maturing June lst, 1965, this being the first issue 
and sale of Bonds under that Mortgage. The proceeds, 
together with the funds derived from the sale of $49,000,000. 
Consolidated Mortgage 414% Bonds, were used to pay off 
$86,827,000. of 314% Convertible Bonds which matured 
October 1st, 1915, and to meet other maturing obligations 
of the Company, as well as provide the capital required to 
make necessary additions and betterments to its railroad 
and equipment. 

It may be of interest to record that the day following 
the sale of these Bonds, the sinking of the ‘‘Lusitania”’ by a 
German submarine was announced. The Company obtained 
the proceeds from the sale, but the Bankers had the serious 
responsibility of disposing of a $65,000,000. issue in the face of 
the disturbed financial conditions which immediately followed 
the announcement. 


PANAMA CANAL ACT—STEAMSHIP OPERATIONS 


In the enforcements of the provisions of the Panama 
Canal Act, the Interstate Commerce Commission, acting 
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under its discretion conferred by that Act, declined to per- 
mit the further operation of certain steamer lines operated 
by, or in connection with, the various railroad lines. The 
Commission accordingly issued an order which in effect 
required the Erie & Western Transportation Company, the 
Stock of which was owned by the Pennsylvania Railroad 
Company, to discontinue operation of its steamer lines on 
the Great Lakes, effective December 15th, 1915, and this 
was done. The Erie & Western Transportation Company 
accordingly sold its steamers and expected to dispose of its 
remaining property when satisfactory offers were obtained. 
The Commission also issued an order requiring the Balti- 
more, Chesapeake & Atlantic Railway Company, in which 
the Pennsylvania Railroad Company was interested, to dis- 
continue the operation of nearly all of its steamers on the 
Chesapeake Bay, effective April 1st, 1916, and the Mary- 
land, Delaware and Virginia Railway Company, which was 
affiliated in interest with the Baltimore, Chesapeake & At- 
lantic Railway Company, to discontinue the operation of its 
Chester River steamers on the Eastern shore of Chesapeake 
Bay. The continued operation of the steamer lines of both 
Companies on the Western shore of the Bay was left subject 
to further orders of the Commission. 

As a discontinuance of the service to and from the East- 
ern shore would have seriously and detrimentally affected 
the communities served, the shippers and commercial organi- 
zations of Baltimore and the Eastern shore of Maryland and 
Virginia joined in a petition to the Commission, to which 
these two Companies were parties, for a postponement of 
the effective date of the Order and a re-opening of the case. 
This was granted and the two Companies have since con- 
tinued to operate their steamer lines, although unprofitable, 
pending final disposition of the question. 


CONGRESSIONAL INQUIRY INTO RAILROAD REGULATION 


Reference was made in the Annual Report for 1915 to 
the fact that the President of the United States had recom- 
mended a Congressional inquiry into the transportation 
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problem and regulation affecting the common carriers. The 
Management of the Company, it was stated, would render 
all reasonable assistance desired in connection with such an 
important National inquiry, and attention was called to the 
fact that public regulation had served many useful purposes, 
which it was desirable to continue, but that there had been a 
notable lack of a definite business policy and co-operation 
between the Federal and State Governments as to railroad 
legislation and regulation. Further, that the time for com- 
plaint and destructive criticism had passed, and that through 
this inquiry an opportunity was presented for formulating a 
constructive policy and insuring equitable treatment for the 
railroads, which were very essential factors in creating and 
continuing National prosperity. 


BRANCH LINE ACQUISITIONS 


Effective April 30th, 1915, the Pennsylvania Railroad 
Company absorbed the Lancaster & Quarryville Railroad, 
Pennsylvania, Monongahela & Southern Railroad and the 
Lewisburg & Tyrone Railway Companies, which were owned 
and operated by the Pennsylvania Railroad Company in 
connection with its Main Line. The first named road extended 
from Lancaster to Quarryville, a distance of 15.21 miles; the 
second from Denbo to Crucible, 9.65 miles, and the third 
from Tyrone to Fairbrook and from Lemont to Montandon, 
a distance, with branches, of 84.93 miles, all three being con- 
structed within the State of Pennsylvania. 


MONONGAHELA RAILWAY COMPANY FORMED 


Effective July 1st, 1915, the Monongahela Railroad and 
Buckhannon & Northern Railroad Companies were consoli- 
dated to form the Monongahela Railway Company. The 
first named Company had constructed its road from Browns- 
ville Junction to the Pennsylvania-West Virginia State Line, 
a distance of nearly 36 miles, while the Buckhannon & 
Northern Railroad was built from that point to Fairmont, 
W. Va., a distance of about 34 miles. The consolidated 
Company was owned jointly by the Pennsylvania Railroad 


ee ee 
nN 


THE PENNSYLVANIA RAILROAD COMPANY 343 


and Pittsburgh & Lake Erie Railroad Companies, and its 
road had a total length with branches of over 82 miles. 


PHILADELPHIA SUBURBAN ELECTRIFICATION 


In order to relieve congestion by increasing the yard 
and track capacity at Broad Street Station, Philadelphia, 
the Main Line of the Pennsylvania Railroad was electrified 
from that point to Paoli, a distance of 20 miles, for suburban 
passenger trains, and the electric service inaugurated on Sep- 
tember 4th, 1915. 


SIX TRACK WORK 


The six track system on the New York Division between 
Colonia and Bay Way (west of Elizabeth, N. J.) was com- 
pleted in 1915, the work including the elimination of 15 grade 
crossings through the elevation of the four existing main 
tracks, the building of two additional elevated tracks, and 
the construction of a new passenger station at Rahway, and 
new undergrade connections with the Perth Amboy & Wood- 
bridge Railroad east of Rahway. 


70th ANNIVERSARY 


The stockholders’ attention was called to the fact that 
April 13th, 1916, marked the 70th Anniversary of the enact- 
ment by the State of Pennsylvania of the Act incorporating 
The Pennsylvania Railroad Company. The Annual Report 
for 1915 pointed out that, notwithstanding the many financial 
and business vicissitudes in that long period, the Company 
had endeavored to discharge its duty to the public by main- 
taining an adequate, safe and high standard of transportation 
service; by encouraging the development of the territory 
served by its lines and connections; and by safeguarding the 
interests of the stockholders and bondholders and the welfare 
of its employes; that since its incorporation the Company 
had paid a cash return upon its Capital Stock in every calen- 
dar year and had pursued the sound financial policy of devot- 
ing many millions of dollars of its income to provide better- 
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ments and improvements to the railroad and equipment, 
instead of issuing Capital Stock or Bonds to procure funds 
therefor. 


PURCHASE OF STERLING BONDS 


During the World War period the Pennsylvania Railroad 
Company took advantage of the fall in Sterling exchange by 
purchasing during the years 1915 and 1916 a large amount of 
its 314% and 4% Sterling Bonds, due July 1st, 1945, and May 
lst, 1948, respectively. At the normal rate of exchange the 
3%% Bonds purchased were equivalent, in American dol- 
lars, to $866,210., and the 4% Bonds, $14,132,900. When 
these Bonds were acquired they were stamped payable in 
dollars, and $385,000. of the 314% Bonds and $14,570,000. 
of the 4% Bonds were sold in this Country, which resulted 
in a considerable profit to the Company. The increased par 
amount of Stamped 4% Bonds sold compared with the par 
of those purchased was offset by a cancellation of sufficient 
314% Stamped Bonds to equalize the increase. 


PURCHASE OF PENNSYLVANIA COMPANY FRENCH 
FRANC CERTIFICATES 

The Pennsylvania Company carried out similar transac- 
tions during the period 1915 to 1918 in connection with its 
$48,262,548. 334% French Franc Loan, issued June 15th, 
1906, and maturing June 15th, 1921 (but called for redemp- 
tion June 15th, 1920). With the depreciation in the value 
of the Franc, there were purchased French Franc 334% 
Certificates to the extent, under normal rates of exchange, 
of $37,531,140. These Certificates were deposited with the 
Girard Trust Company as collateral for a newly created issue 
of $37,531,140. Pennsylvania Company 44%% Gold Loan 
Bonds, dated June 15th, 1915, and maturing June 15th, 1921. 
The increased interest rate on the new issue was more than 
offset by the large profit realized by reason of being able to 
purchase the foregoing amount of 334% Franc Certificates 
and calling the balance of them for redemption during a 
period when the French Franc was selling considerably below 
its normal value. 
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The foregoing transactions were also of benefit to the 
Allied Governments and to American industry in making 
dollar balances available, which were so much needed then 
for the purchase of materials in the United States during the 
War period. The French Government encouraged the pur- 
chase of the French Franc Bonds by agreeing to exempt all 
Bonds so purchased from the French Stamp Transfer and 
Revenue taxes, which by previous agreement would have 
been paid thereon for the life of the Bonds. 


PENNSYLVANIA CANAL COMPANY BONDS 


There was charged against the Profit & Loss Account 
of the Pennsylvania Railroad Company in the year 1916 the 
sum of $1,923,408.16, which was paid by that Company to 
the Trustee of the Mortgage securing an issue of 6% Bonds 
of the Pennsylvania Canal Company, pursuant to a decree 
handed down by the United States District Court for the 
Eastern District of Pennsylvania. These Bonds, of which 
there were then outstanding $1,948,000. matured July Ist, 
1910, and as the sale of the Canal Company’s property did 
not yield sufficient proceeds to pay the outstanding coupons, 
which by the terms of the Mortgage had priority over the 
principal of the Bonds, nothing remained available for the pay- 
ment of the principal. 

Certain bondholders thereupon instituted legal proceed- 
ings claiming that the Canal Company had failed to make 
all of the Sinking Fund payments provided for by the Mort- 
gage. The terms of the latter were that Sinking Fund pay- 
ments should be made out of the Net Earnings of the Canal 
Company, and from the time the Mortgage was created it 
had been assumed that the term ‘‘Net Earnings’? meant 
the amount remaining after the payment of operating ex- 
penses and interest on the Bonds. The Courts held, however, 
that in determining whether Net Earnings were available for 
Sinking Fund payments, the interest on the Bonds should 
not be taken into account. Based upon this interpretation, 
the Court directed the Pennsylvania Railroad Company to 
pay to the Trustee of the Mortgage $1,379,941.28, together 
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with interest thereon from July lst, 1910, which payment 
amounting to $1,923,408.16 had been made. The distribu- 
tion of this amount was to be made by the Trustee, and the 
Pennsylvania Railroad Company, as the holder of $384,000., 
par value, of the Bonds of the Canal Company, would receive 
its proportionate share thereof. 


ADAMSON EIGHT HOUR LAW 


During the year 1916 the employes in the train service 
on most of the railroads in the United States submitted 
demands through their labor organizations for an Eight- 
Hour basic day at the existing rates of pay, and time and 
one-half time payments for all overtime in freight and yard 
service. Although many of the men in the train service did 
not work eight hours per day, this reduction in the time, 
constituting a basic work day meant in effect an unjustifiable 
increase of pay for most of these employes. Conferences were 
held between the railroads’ representatives and the train- 
men’s organizations, but the latter would not consent to arbi- 
tration or other investigation, and orders for a strike were 
given in case the railroads refused to comply with their 
demands. It was questionable whether many of the men, 
especially those in the service of the Pennsylvania Railroad 
System, would finally have deserted their positions, yet the 
suffering and disruption of business that would have resulted 
from the strike were so evident that the so-called Adamson 
Eight Hour Law was enacted by Congress (approved Septem- 
ber 3rd, 1916) in the brief period of a few days. The threat- 
ened strike was averted, but in the hasty proceedings leading 
to its enactment, the principle of arbitration, as the para- 
mount and equitable method of settling labor disputes, was 
sacrificed, not in the public interest, nor for the benefit of a 
majority of railroad employes, but for a group of men con- 
stituting only a small percentage of the total number, and 
no action was taken by Congress to prevent or settle future 
strikes. 

This law provided that beginning January Ist, 1917, 
eight hours shall in contracts for labor and service be deemed 
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a day’s work and the measure or standard of a day’s work 
for the purpose of reckoning compensation of employes 
engaged in the operation of interstate trains. It established 
a Commission of three to observe the effects of the law for a 
period of from six to nine months, and report its findings to 
the President and Congress; but it also required that, pend- 
ing the report of the Commission and for thirty days there- 
after, the existing standard day’s wage should be paid for 
an eight-hour day, and for overtime the employes should 
be paid not less than the pro rata rate for such standard 
eight-hour day. While wages were increased by its provi- 
sions, there was apparently nothing to prevent an employe 
working more or less than eight hours per day. The Manage- 
ment of the Company, being unable to satisfactorily inter- 
pret the provisions of the law, and having grave doubts as 
to its constitutionality, instituted proceedings to test its 
validity in the Federal Courts, but the law was later held to 
be constitutional by the Supreme Court of the United States. 


NEWLANDS COMMITTEE ON RAILROAD REGULATION 


In accordance with the recommendation of the President 
of the United States, a Joint Congressional Committee was 
appointed, pursuant to a resolution of the House and Senate 
approved July 20th, 1916 (known as the Newlands Com- 
mittee), to investigate, so far as the railroads were concerned, 
the efficiency of the existing system of public regulation in 
protecting the rights of shippers and carriers, and promoting 
the public interest. The Chief Executives of a number of 
important railroad companies submitted evidence to show 
that the system of Federal and State regulation under which 
the railroads were then conducting their business was incon- 
sistent, confusing and wasteful, and requested considera- 
tion of a program which, in substance, covered :— 

1. Federal supervision of the issue of railroad 
securities; 

2. Federal incorporation of interstate railroads; 

3. Exclusive Federal regulation of rates; 

4. A regional and functional division of the work 
of the Interstate Commerce Commission; 
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5. Restricting rate suspensions by the Commission 
to not more than 60 days; 

6. Giving the Interstate Commerce Commission 
the power to prescribe minimum as well as maximum 
rates. 


The Management stated that a serious responsibility 
rested upon this Congressional Committee to make a thor- 
ough, prompt and impartial investigation of the entire trans- 
portation problem; that the aim of constructive legislation 
should be to allow the railroads to conduct the transportation 
service under such conditions as would preserve their credit, 
so that they could at all times carry the commerce of the 
Country efficiently and economically; that new legislation 
should be recommended to replace the then existing con- 
flicting regulation, insure reasonable rates and adequate serv- 
ice to the public, and permit the railroads to earn a fair 
return on the capital invested in their properties. 


CONSOLIDATION FORMING THE PHILADELPHIA, 
BALTIMORE & WASHINGTON RAILROAD COMPANY 
Effective September 15th, 1916, the Columbia and Port 

Deposit Railway Company, the Philadelphia & Baltimore 
Central Railroad Company, the Elkton & Middletown Rail- 
road Company of Cecil County, and Philadelphia, Baltimore 
& Washington Railroad Company were consolidated and 
merged so as to form The Philadelphia, Baltimore & Wash- 
ington Railroad Company. Practically all of the Capital 
Stock of the latter Company was owned by the Pennsylvania 
Railroad Company. 


PENNSYLVANIA HOTEL PROJECT 


During the year 1916 the Pennsylvania Terminal Real 
Estate Company, the owner of the valuable property front- 
ing on Seventh Avenue between 32nd and 33rd Streets 
(opposite Pennsylvania Station) in New York City, con- 
tracted, with the approval of the Pennsylvania Railroad 
Company, which owns all its Stock, for the construction of 
a 2,000 room hotel thereon, at a cost of approximately 
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$9,500,000., exclusive of the land, and arrangements were 
made for the furnishing and operation of the hotel by an 
experienced and responsible lessee at a satisfactory rental. 
The Pennsylvania Railroad Company, it was stated, would 
have preferred to sell the property for development by others, 
but it had been unable to do so at a satisfactory price for a 
number of years. It was, therefore, deemed advisable to 
improve the property and the funds necessary to construct 
the hotel were to be advanced by the Pennsylvania Rail- 
road Company to the Real Estate Company, to be repaid 
by the latter company through a mortgage on its property 
if that course were found desirable. 


PITTSBURGH, CINCINNATI, CHICAGO & ST. LOUIS 
RAILROAD COMPANY FORMED 


Effective December 31st, 1916, the Pittsburgh, Cincin- 
nati, Chicago & St. Louis Railway, Vandalia Railroad, 
Chicago, Indiana & Eastern Railway, Pittsburgh, Wheel- 
ing & Kentucky Railroad, and the Anderson Belt Railway 
Companies were consolidated to form a new corporation 
under the title of The Pittsburgh, Cincinnati, Chicago & St. 
Louis Railroad Company. The new company assumed the 
lease of the Little Miami Railroad to The Pittsburgh, Cin- 
cinnati, Chicago & St. Louis Railway Company; also the 
lease of the Terre Haute & Peoria Railroad to the Vandalia 
Railroad Company. 


PROPOSED EXTENSION TO DETROIT 


The project of extending the Pennsylvania Railroad Sys- 
tem from the City of Toledo into the City of Detroit had 
been under consideration for some years, but the unpre- 
cedented development of that district had been such as to 
make it essential to promptly undertake the construction of 
this extension. For that purpose, the Pennsylvania-Detroit 
Railroad Company had been incorporated on February 27th, 
1917, to which the Pennsylvania Company had advanced 
$2,754,473., it being the owner of the entire Capital Stock 
of the newly created Company. The necessary contracts 
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were made for a joint and equal use of a portion of the Pere 
Marquette Railway as part of this extension, and also the 
right of joint and equal use of facilities furnished by the 
Wabash Railway and the Pere Marquette Railway at Detroit, 
these companies being granted similar rights of joint and 
equal use of facilities to be provided by the Pennsylvania 
Railroad. This was done so that by a moderate expendi- 
ture the Pennsylvania Railroad would be enabled to operate 
its own passenger and freight trains to and from the City of 
Detroit, and also join with the existing Companies in pro- 
viding increased facilities and improved service for the public. 
The purchase of necessary right of way and real estate for 
main tracks, yards and terminal freight station purposes was 
completed to a large extent, and construction work was 
commenced in 1917 on various parts of the project. 


ACQUIRING LONG ISLAND RAILROAD COMPANY 
MINORITY STOCK 

On February 13th, 1917, the Pennsylvania Railroad 
Company, as a majority stockholder of the Long Island 
Railroad Company, and with the view of obtaining the shares 
which it did not then hold, amounting at par to $5,202,100., 
offered the minority holders for their Stock a like amount of 
5% Twenty Year Debenture Bonds of the Long Island Rail- 
road Company, dated May Ist, 1917, and maturing May 
1st, 1937. The Pennsylvania Railroad Company had received 
these Debenture Bonds in part payment for surrendering 
$26,500,000. of 4% Debenture Certificates and in settlement 
of advances amounting to $812,350., a total of $27,312,350.; 
it also agreed to accept $22,110,250. additional Common 
Stock of the Long Island Railroad Company, at par, for the 
balance of this indebtedness. By this action the fixed charges 
of the Long Island Railroad Company were reduced more 
than $800,000., and its credit improved to that extent. 


OPENING OF NEW YORK CONNECTING RAILROAD 


On March 9th, 1917, the first passenger train was oper- 
ated over the New York Connecting Railroad between 
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Pennsylvania Station, New York City, and a connection 
with the New York, New Haven & Hartford Railroad near 
Port Morris in that City. The dedicating ceremonies, in 
which the Directors and Officers of the Pennsylvania and 
New Haven Systems participated, marked the completion 
of the most important part of that road, viz: The Hell 
Gate Bridge over the East River, which has a span of 1,000 
feet. The top of the arch of the bridge is 310 feet and the 
bridge floor 140 feet above high water, while the towers on 
each side of the bridge are 250 feet high. It is a four-track 
bridge, which, with the viaduct approaches, is three miles 
in length, the whole road being nearly 9 miles long. Mr. 
Gustav Lindenthal, the Chief Engineer and Designer of the 
bridge, formally turned the bridge and railroad over to Mr. 
Rea, as President of the New York Connecting Railroad 
Company, on the above date with the following remarks:— 


‘Acting under your authority, the engineers have 
finished the work on this bridge and railroad, and in 
its design of rugged strength and beauty, have endeavored 
to express the stability of the two great railroad systems 
that are its sponsors. 

I now ask you to accept it for public use.” 


In accepting the property from the hands of Mr. 
Lindenthal, Mr. Rea said:— 


**The New York Connecting Railroad Company was 
incorporated a quarter of a century ago, and its Rail- 
road and Bridge have taken four years to construct. It 
exemplifies great engineering skill in its design and con- 
struction, and has cost over $27,000,000. of money, pro- 
vided by the public on the guarantee of the Pennsylvania 
and New Haven Systems. 

I congratulate the Chief Engineer and Designer, 
Gustav Lindenthal, and the other engineers connected 
with this work, upon the completion of one of the notable 
projects of the world. 

This railroad, with its East River bridge, on which 
we stand, is transferred to the New York, New Haven 
& Hartford Railroad Company, for operation as part of 
its System, to replace the river service over the Hudson 
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and East Rivers. It completes the direct rail connection, 
via New York City, between the Pennsylvania and New 
Haven Systems, and between the New England States 
and the States lying West and South of the Hudson and 
East Rivers. 

Informally, and yet with a deep sense of the increased 
obligation and responsibility of this act to the owners, the 
Management and the Officers of the Pennsylvania and 
New Haven Systems, it is my duty and pleasure to 
dedicate this Railroad and Bridge to the transportation 
service of the country. 

May it prove a further link to bind our citizens and 
the railroad systems in closer ties of friendship, and 
bring increased unity of effort and service in promoting 
the best interest of our country, and insure greater 
prosperity and happiness to us all.”* 


The road was accepted by the officers of the New York, 
New Haven & Hartford Railroad Company to operate on 
behalf of both Companies. The portion of the main line 
from Hell Gate Bridge to a connection with the Long Island 
Railroad near Fresh Pond Junction, to be used chiefly for 


freight traffic, was not expected to be completed until the 
close of 1917. 


HARRISBURG, PORTSMOUTH, MT. JOY & LANCASTER 
RAILROAD ACQUIRED 

Effective April 25th, 1917, the Pennsylvania Railroad 
Company acquired the Harrisburg, Portsmouth, Mt. Joy & 
Lancaster Railroad, which extended from Harrisburg to 
Dillerville, and from Royalton to Columbia, all in the State 
of Pennsylvania, a distance of approximately 5214 miles. 
This road was one of the original links in the Main Line of 
the Pennsylvania Railroad from Philadelphia to Pittsburgh, 
and was built some years before the latter road was con- 
structed. It had been controlled through Stock ownership 


and lease for many years by the Pennsylvania Railroad 
Company. 
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SALE OF GENERAL MORTGAGE BONDS 


The funded debt of the Pennsylvania Railroad Com- 
pany was increased by the issue and sale in April, 1917, of 
$60,000,000. additional of its General Mortgage 414% Bonds, 
Series “A,” dated June Ist, 1915, and maturing June Ist, 
1965. The proceeds were used largely for capital expendi- 
tures, the great industrial activity, due to War conditions, 
making it necessary to provide additional equipment, tracks, 
larger yards and terminals, and other facilities. 


ACQUISITION OF GRAIN ELEVATORS, ETC., PHILADELPHIA 
AND BALTIMORE 

During the year 1917, the Pennsylvania Railroad Com- 
pany acquired, and operated, the grain elevator, piers, tracks 
and other property of the Girard Point Storage Company in 
Philadelphia. -It also, as Lessee of the Northern Central 
Railway Company, assumed the operation of grain elevators 
in Baltimore, formerly operated by the Central Elevator 
Company of Baltimore City. Both of these subsidiary com- 
panies were later dissolved. 


SALE OF ANTHRACITE COAL PROPERTIES 


The Susquehanna Coal Company, all of the Capital 
Stock of which was owned by the Pennsylvania Railroad 
Company, disposed of its mining properties to the Susque- 
hanna Collieries Company in 1917, and discontinued mining 
and selling coal. The remaining assets were to be disposed 
of and the Company gradually liquidated. The Pennsyl- 
vania Railroad Company received $9,315,000. of 5% bonds 
of the Susquehanna Collieries Company, in exchange for a 
like amount of other obligations of the Susquehanna Coal 
Company, which bonds will eventually be retired through 
Sinking Fund provisions. 
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RESTORING IMPROVEMENT EXPENDITURES TO ROAD 
AND EQUIPMENT ACCOUNTS 

To give a more complete record of expenditures on the 
Pennsylvania Railroad, and also to be in accord with the 
accounting requirements of the Interstate Commerce Com- 
mission, the improvements made on the property and charged 
to Income or Profit & Loss between January lst, 1887, and 
June 30th, 1907, amounting to $128,907,201., were during 
the year 1917 restored to the Road and Equipment Accounts 
in the General Balance Sheet. The off-setting entries on 
the liability side of the General Balance Sheet were shown 
under “Accrued Depreciation” and “‘ Additions to Property 
through Income and Surplus.”” Such expenditures subse- 
quent to June 30th, 1907, had been included in the Road 
and Equipment Accounts. 


THE RAILROADS IN THE WORLD WAR 


The railroads of the United States occupied such a 
prominent place in the great World War that extensive 
references are made in the Annual Reports to the important 
events which took place in the year 1917, when the United 
States entered the conflict, and the following year when the 
railroads were taken over for operation by the Government. 


THE RAILROADS’ WAR BOARD 


It was on April 6th, 1917, that the United States declared 
War on Germany. Five days later, on April 11th, 1917, the 
Chief Executives of most of the important railways of the 
Country assembled in Washington, and by voluntary action 
pledged themselves with the Federal and State Governments, 
and with each other, that during the War they would merge 
their individual competitive activities, co-ordinate their 
operations and operate their properties as a continental rail- 
way system, so as to produce the maximum of national trans- 
portation efficiency. 
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For this purpose an Executive Committee on National 
Defense of the American Railway Association was appointed, 
consisting of Fairfax Harrison (Chairman), President, South- 
ern Railway Company; Samuel Rea, then President, Penn- 
sylvania Railroad Company; Howard Elliott, Chairman, 
Executive Committee, Northern Pacific Railway Company; 
the late J. Kruttschnitt, Chairman, Executive Committee, 
Southern Pacific Company, and Hale Holden, President, Chi- 
cago, Burlington & Quincy Railroad Company. In addition, 
Daniel Willard, President, Baltimore & Ohio Railroad Com- 
pany, who was a member of the Council of National Defense, 
and Hon. E. E. Clark, a member of the Interstate Commerce 
Commission, were ex-officio members of this Executive Com- 
mittee, which became generally known as the “ Railroads’ 
War Board.”’ 

In this manner over $17,500,000,000. of railroad prop- 
erty, represented by 260,000 miles of railroad with their 
terminals and facilities; 2,500,000 freight cars; 56,000 pass- 
enger cars; and over 66,000 locomotives; operated by over 
1,750,000 officers and employes were, with their experienced 
managements, unitedly placed at the service of the Govern- 
ment, and through various Departments and Committees 
co-ordinating with the Governmental Departments, all the 
railroads of the Country were in effect united to carry out 
the instructions of the Railroads’ War Board. 


CURTAILING THROUGH PASSENGER SERVICE 


Subsequently when traffic became so congested in the 
Fall of 1917, President Rea notified the Railroads’ War 
Board that the Pennsylvania Railroad Company was ready 
and willing to curtail its through passenger train service to 
any extent deemed desirable by the Board, so as to permit 
of a more expeditious movement of freight traffic. As a 
result a number of through trains were withdrawn from 
service, among which was the popular “Broadway Limited.” 
It was taken off the schedule on December Ist, 1917, and not 
restored until May 25th, 1919. 
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OPERATING UNDER DIFFICULTIES 


The Annual Report for 1917 points out that the trans- 
portation service rendered under the direction of the War 
Board by the railroads, with the co-operation of the public, 
was so extensive that the Country should feel gratified at 
the results obtained in the face of serious difficulties. Over 
2,000,000 troops were moved; many cantonments, which 
were really military cities, were constructed; new mines 
were opened; new shipbuilding plants and industries of all 
kinds were established all over the Country; and the exist- 
ing industries, plants, and mines, were greatly enlarged, so 
that the United States and its Allies could be furnished 
with large quantities of equipment, materials, supplies and 
munitions to meet the most destructive conditions of War 
the world had ever known. The Pennsylvania Railroad 
System, serving the largest centers of population and industry 
east of the Mississippi River, and the chief sources of coal, 
coke, iron and steel, and reaching the Atlantic Ports and the 
Great Lakes, was called upon to carry an unprecedented 
freight, passenger, mail and express traffic. It was impossible 
to properly accommodate and co-ordinate the very heavily 
increased flow of traffic for home and foreign consumption, 
and, naturally, congestion followed. The situation was made 
worse by the precedence given to various kinds of traffic 
to facilitate Government work required at home and abroad; 
by continued severe winter weather; by insufficient motive 
power and other equipment due to manufacturing priority 
granted to the Government for the Allied Nations; and the 
loss of thousands of trained men, who entered the Govern- 
ment service, or went into other occupations because of 
higher wages, and had to be replaced by a large number of 
inexperienced men. So large was the labor turn-over, it was 
estimated that during 1917 approximately 278,000 persons 
were employed from all parts of the Country and distributed 
over the Pennsylvania Railroad System. The employment 
and training of these men were costly, and seriously hampered 
operations, because many of them remained only a short 
time in the service. 
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REPORT OF INTERSTATE COMMERCE COMMISSION 


This was the situation as the year 1917 drew to a close, 
and with constant public pressure for a greater output of 
transportation, the Interstate Commerce Commission on 
December 5th, 1917, transmitted a special report to Congress 
outlining the necessity for further unification of railroad 
operations during the War period as indispensable to the 
National defense and welfare. The Commission indicated 
alternative methods for accomplishing this unification, namely, 
through operation as a unit by the-carriers themselves, relieved 
from embarrassing restrictions of certain State and Federal 
Laws, or through unified operation by the Government under 
which the President of the United States, under the Act of 
August 29th, 1916, should take over the railroads as a War 
measure, and guarantee an adequate compensation to their 
owners. 

PRESIDENT REA URGES CONSTRUCTIVE ACTION 

Several weeks after the Commission had submitted its 
report, the Government announced its policy with respect to 
the railroads. In the meantime, however, the President of 
the Company, in an effort to secure some constructive Govern- 
mental action that would restore confidence in railroad securi- 
ties, which had suffered from the depressing effects of steadily 
declining net earnings, addressed the following letter to the 
President of the United States under date of December 20th, 
19t je 


““Dear Mr. President :— 

The Nation is in a financial depression, leading to a 
crisis. Let us not stop to discuss the cause, but instantly 
try to restore confidence. Railroad securities have been 
favorites for the investments of savings banks, insurance 
companies and estates, as well as individuals, but since 
regulation has for the time broken down, the uncertainty 
respecting their financial status has caused people to 
sacrifice their holdings, and the reserves of their financial 
institutions are greatly reduced. Over 97,000 stock- 
holders own the entire $500,000,000. of Pennsylvania 
Railroad Company stock, all full paid in cash and con- 
siderable of it at a premium. One-half of these are 
women, and thousands of them largely dependent on 
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their dividends for their living. You can imagine their 
fears. They feel the high cost of living for themselves. 
Many of them know of the reduced net earnings of the 
railroads, and that the latter, instead of being accorded 
adequate rates to earn a reasonable return, are the sub- 
ject of recommendations, which are now unnecessarily 
making speculations of the soundest railroad investments. 
The price of Pennsylvania Railroad stock is the lowest 
in 40 years, when the property was being destroyed by 
rioters. 

This Company and 122,000 of its employes subscribed 
over $20,000,000. to the last Liberty Loan. We are now ~ 
solidly supporting the War Savings Certificates. But how 
much can they and other railroad investors, with values 
seriously reduced, subscribe for the next loan, which must 
be imminent and in much larger amount? 

Therefore, unless the credit -of the railroads is 
strengthened, the credit of the Nation will be impaired. 
Appreciation of the railroads in this War has been ex- 
pressed by unbiased authorities, including the Interstate 
Commerce Commission and the Secretary of War. If 
you could publicly indicate that you have the matter 
under consideration, and that the railroad employes and 
the security holders would be protected, and the former 
aided and supported in their great War work for the 
Nation, I can assure you it would restore confidence, and 
prevent what may become a panic, and impair the use- 
fulness of many railroads to the Government. 

I respectfully request you to consider the suggestion. 

Yours respectfully, 
SAMUEL REA, 
President.”’ 
To Hon. Woodrow Wilson, 
President of the United States, 
Washington, D. C. 


to which he received the following reply :— 


‘‘The White House 
Washington 
‘ 20th December, 1917. 
My dear Mr. Rea: 
The matter referred to in your letter of today, which 
has just been handed to me, has been giving me, you 
may be sure, a great deal of very serious and anxious 
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thought. I am obliged to you for your suggestion and 
can assure you that I shall presently attempt to do some- 
thing to steady the situation. 
Cordially and sincerely yours, 
WOODROW WILSON” 


Mr. Samuel Rea, President, 
Pennsylvania Railroad Company, 
Philadelphia, Pennsylvania. 


GOVERNMENT TAKES OVER OPERATIONS 


It was apparent that the situation required constructive 
action on the part of the Government, and, therefore, the 
President of the United States, on December 26th, 1917, 
issued a Proclamation taking over the railroads as a War 
measure on December 28th, 1917, but effective from an 
accounting standpoint on January Ist, 1918. As this action 
was of far-reaching importance in its effect on the American 
railroads, the Proclamation is quoted in full, together with 
the accompanying statement issued by the President at the 
same time:— 


“BY THE PRESIDENT OF THE UNITED STATES 
OF AMERICA. 


A PROCLAMATION. 


Whereas the Congress of the United States, in the 
exercise of the constitutional authority vested in them, by 
joint resolution of the Senate and House of Representa- 
tives bearing date April 6, 1917, resolved: 

‘That the state of war between the United States 
and the Imperial German Government which has thus 
been thrust upon the United States is hereby formally 
declared; and that the President be, and he is hereby 
authorized and directed to employ the entire naval and 
military forces of the United States and the resources 
of the Government to carry on war against the Imperial 
German Government; and to bring the conflict to a 
successful termination all of the resources of the country 
are hereby pledged by the Congress of the United States.’ 

And by joint resolution bearing date of December 
7, 1917, resolved: 

‘That a state of war is hereby declared to exist 
between the United States of America and the Imperial 
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and Royal Austro-Hungarian Government; and that 
the President be, and he is hereby authorized and directed 
to employ the entire naval and military forces of the 
United States and the resources of the Government to 
carry on war against the Imperial and Royal Austro- 
Hungarian Government; and to bring the conflict to a 
successful termination all the resources of the Country 
are hereby pledged by the Congress of the United States.’ 

And whereas it is provided by section 1 of the act 
approved August 29, 1916, entitled ‘An act making 
appropriations for the support of the Army for the 
fiscal year ending June 30, 1917, and for other purposes,’ 
as follows: 

‘The President in time of war is empowered, through 
the Secretary of War, to take possession and assume 
control of any system or systems of transportation, or 
any part thereof, and to utilize the same, to the exclu- 
sion, as far as may be necessary, of all other traffic 
thereon, for the transfer or transportation of troops, war 
material, and equipment, or for such other purposes 
connected with the emergency as may be needful or 
desirable.’ 

And whereas it has become necessary in the national 
defense to take possession and assume control of certain 
systems of transportation and to utilize the same, to 
the exclusion, as far as may be necessary, of other than 
war traffic thereon, for the transportation of troops, war 
material, and equipment therefor, and for other needful 
and desirable purposes connected with the prosecution of 
the war; 

Now, therefore, I, Woodrow Wilson, President of 
the United States, under and by virtue of the powers 
vested in me by the foregoing resolutions and statute, 
and by virtue of all other powers thereto me enabling, 
do hereby, through Newton D. Baker, Secretary of War, 
take possession and assume control at 12 o’clock noon 
on the 28th day of December, 1917, of each and every 
system of transportation and the appurtenances thereof 
located wholly or in part within the boundaries of the 
continental United States and consisting of railroads 
and owned or controlled systems of coastwise and inland 
transportation engaged in general transportation, whether 
operated by steam or by electric power, including also 
terminals, terminal companies, and terminal associa- 
tions, sleeping and parlor cars, private cars and private 
car lines, elevators, warehouses, telegraph and telephone 
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lines, and all other equipment and appurtenances com- 
monly used upon or operated as a part of such rail or 
combined rail-and-water systems of transportation; to 
the end that such systems of transportation be utilized 
for the transfer and transportation of troops, war ma- 
terial, and equipment, to the exclusion so far as may be 
necessary of all other traffic thereon; and that so far 
as such exclusive use be not necessary or desirable such 
systems of transportation be operated and utilized in 
the performance of such other services as the national 
interest may require and of the usual and ordinary 
business and duties of common carriers. 

It is hereby directed that the possession, control, 
operation, and utilization of such transportation sys- 
tems, hereby by me undertaken, shall be exercised by 
and through William G. McAdoo, who is hereby appointed 
‘and designated Director General of Railroads. Said 
director may perform the duties imposed upon him, so 
long and to such extent as he shall determine, through the 
boards of directors, receivers, officers, and employes of 
said systems of transportation. Until and except so far 
as said director shall from time to time by general or 
special orders otherwise provide, the boards of directors, 
receivers, officers, and employes of the various transporta- 
tion systems shall continue the operation thereof in the 
usual and ordinary course of the business of common 
carriers, in the names of their respective companies. 

Until and except so far as said director shall from 
time to time otherwise by general or special orders 
determine, such systems of transportation shall remain 
subject to all existing statutes and orders of the Inter- 
state Commerce Commission and to all statutes and orders 
of regulating commissions of the various States in which 
said systems or any part thereof may be situated. But 
any orders, general or special, hereafter made by said 
director shall have paramount authority and be obeyed 
as such. 

Nothing herein shall be construed as now affecting 
the possession, operation, and control of street electric 
passenger railways, including railways commonly called 
interurbans, whether such railways be or be not owned 
or controlled by such railroad companies or systems. By 
subsequent order and proclamation, if and when it shall 
be found necessary or desirable, possession, control, or 
operation may be taken of all or any part of such street 
railway systems, including subways and tunnels; and 
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by subsequent order and proclamation possession, con- 
trol and operation in whole or in part may also be 
relinquished to the owners thereof of any part of the 
railroad systems or rail and water systems, possession 
and control of which are hereby assumed. 

The director shall, as soon as may be after having 
assumed such possession and control, enter upon negotia- 
tions with the several companies looking to agreements 
for just and reasonable compensation for the possession, 
use, and control of their respective properties on the 
basis of an annual guaranteed compensation above accru- 
ing depreciation and the maintenance of their properties 
equivalent, as nearly as may be, to the average of the 
net operating income thereof for the three-year period 
ending June 30, 1917, the results of such negotiations 
to be reported to me for such action as may be appro- 
priate and lawful. 

But nothing herein contained, expressed or implied, 
or hereafter done or suffered hereunder, shall be deemed 
in any way to impair the rights of the stockholders, 
bondholders, creditors, and other persons having inter- 
ests in said systems of transportation or in the profits 
thereof to receive just and adequate compensation for 
the use and control and operation of their property 
hereby assumed. 

Regular dividends hitherto declared and maturing 
interest upon bonds, debentures, and other obligations 
may be paid in due course; and such regular dividends 
and interest may continue to be paid until and unless 
the said director shall from time to time otherwise by 
general or special orders determine; and, subject to the 
approval of the director, the various carriers may agree 
upon and arrange for the renewal and extension of matur- 
ing obligations. 

Except with the prior written assent of said director, 
no attachment by mesne process or on execution shall 
be levied on or against any of the property used by any 
of said transportation systems in the conduct of their 
business as common carriers; but suits may be brought 
by and against said carriers and judgments rendered as 
hitherto until and except so far as said director may, by 
general or special orders, otherwise determine. 

From and after 12 o’clock on said 28th day of 
December, 1917, all transportation systems included in 
this order and proclamation shall conclusively be deemed 
within the possession and control of said director with- 
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out further act or notice. But for the purpose of account- 
ing said possession and control shall date from 12 o’clock 
midnight on December 31, 1917. 

In witness whereof I have hereunto set my hand 
and caused the seal of the United States to be affixed. 

Done by the President, through Newton D. Baker, 
Secretary of War, in the District of Columbia, this 26th 
day of December, in the year of our Lord one thousand 
nine hundred and seventeen, and of the independence 
of the United States the one hundred and forty-second. 


WOODROW WILSON. 
By the President: 
Robert Lansing, 
Secretary of State. 
Newton D. Baker, 
Secretary of War.” 


“STATEMENT OF THE PRESIDENT. 


I have exercised the powers over the transportation 
systems of the country which were granted me by the 
Act of Congress of last August because it has become 
imperatively necessary for me to do so. This is a war 
of resources no less than of men, perhaps even more 
than of men, and it is necessary for the complete mobili- 
zation of our resources that the transportation systems 
of the country should be organized and employed under 
a single authority and a simplified method of coordination 
which have not proved possible under private manage- 
ment and control. The Committee of railway executives 
who have been cooperating with the Government in this 
all-important matter have done the utmost that it was 
possible for them to do; have done it with patriotic 
zeal and with great ability; but there were difficulties 
that they could neither escape nor neutralize. Complete 
unity of administration in the present circumstances 
involves upon occasion and at many points a serious 
dislocation of earnings, and the committee was, of course, 
without power or authority to rearrange charges or effect 
proper compensations and adjustments of earnings. Sev- 
eral roads which were willingly and with admirable public 
spirit accepting the orders of the committee have already 
suffered from these circumstances and should not be 
required to suffer further. In mere fairness to them the 
full authority of the Government must be substituted. 
The Government itself will thereby gain an immense 
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increase of efficiency in the conduct of the war and of 
the innumerable activities upon which its successful con- 
duct depends. 

The public interest must be first served and, in 
addition, the financial interests of the Government and 
the financial interests of the railways must be brought 
under a common direction. The financial operations of 
the railways need not then interfere with the borrowings 
of the Government, and they themselves can be con- 
ducted at a greater advantage. Investors in railway 
securities may rest assured that their rights and inter- 
ests will be as scrupulously looked after by the Govern- 
ment as they could be by the directors of the several 
railway systems. Immediately upon the reassembling 
of Congress I shall recommend that these definite guar- 
antees be given: First, of course, that the railway prop- 
erties will be maintained during the period of Federal 
control in as good repair and as complete equipment as 
when taken over by the Government; and, second, that 
the roads shall receive a net operating income equal in 
each case to the average net income of the three years 
preceding June 30, 1917; and I am entirely confident 
that the Congress will be disposed in this case, as in 
others, to see that justice is done and full security assured 
to the owners and creditors of the great systems which 
the Government must now use under its own direction 
or else suffer serious embarrassment. 

The Secretary of War and I are agreed that, all the 
circumstances being taken into consideration, the best 
results can be obtained under the immediate executive 
direction of the Hon. William G. McAdoo, whose prac- 
tical experience peculiarly fits him for the service and 
whose authority as Secretary of the Treasury will enable 
him to coordinate as no other man could the many 
financial interests which will be involved and which 
might, unless systematically directed, suffer very embar- 
rassing entanglements. 

The Government of the United States is the only 
great Government now engaged in the war which has 
not already assumed control of this sort. It was thought 
to be in the spirit of American institutions to attempt to 
do everything that was necessary through private man- 
agement, and if zeal and ability and patriotic motive 
could have accomplished the necessary unification of 
administration it would certainly have been accom- 
plished; but no zeal or ability could overcome insuper- 
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able obstacles, and I have deemed it my duty to recognize 
that fact in all candor, now that it is demonstrated, and 
to use without reserve the great authority reposed in me. 
A great national necessity dictated the action, and I was 
therefore not at liberty to abstain from it. 


WOODROW WILSON.” 


RAILROADS TAKEN OVER AND DIVIDED INTO 
OPERATING REGIONS 

The railroads were, therefore, taken over by the Gov- 
ernment at noon on December 28th, 1917, and Hon. William 
G. McAdoo was appointed Director General of Railroads. 
They were divided into Operating Regions, the Pennsylvania 
Railroad System up to June Ist, 1918, being included in the 
Eastern Region, but on that date the number of Regions 
was increased and the Pennsylvania Railroad Lines East of 
Pittsburgh, were, for operating purposes, included in the 
Allegheny Region. Those West of Pittsburgh remained in 
the Eastern Region until December Ist, 1918, when the entire 
Pennsylvania Railroad System was placed in the Allegheny 
Region. Mr. C. H. Markham, who had been President of 
the Illinois Central System prior to Federal Control, was 
appointed Regional Director of the Allegheny Region, effec- 
tive June Ist, 1918. 


SEPARATION OF OPERATING AND CORPORATE RELATIONS 


Shortly after his appointment, Director General McAdoo 
issued instructions that all railroad officers and employes were 
to perform their customary duties, which seemed to con- 
template the same plan adopted in England for the operation 
of their railroads during the War. This arrangement, how- 
ever, continued only until June Ist, 1918, at which time 
Federal Managers were appointed by the United States 
Railroad Administration to operate the railroads, thus re- 
lieving the executive heads from this duty. The responsi- 
bility of the Federal Managers was made directly to the 
Regional Directors and not to the Boards of Directors of 
the railroad companies owning the properties. Under this 
policy, the Regional Directors and Federal Managers were 
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required to sever their official relations with their respective 
companies, and become exclusive representatives of the Rail- 
road Administration. This meant that officers of the Penn- 
sylvania Railroad System performing transportation duties 
could act in no capacity whatever for the corporation, which 
necessitated the appointment of separate officers to protect 
the corporate interests. The Director General of Railroads 
also issued instructions that all expenses incident to the 
maintenance and preservation of the corporation and its 
offices and official staff were to be paid by the corporation 
without any allowance in its standard compensation to cover 
such expenses. 

While relieved of the duty of operating their properties, 
the corporate management had the important responsibility 
of negotiating contracts with the Government for their use, 
and to see that the agreements were carried out, especially 
with respect to the maintenance, renewal and replacement 
of the railroad facilities and equipment; also to pass upon, 
and assume the financial responsibility for, the huge capital 
expenditures recommended by the Federal Railroad Admin- 
istration, and generally to see that their properties were 
returned in substantially as good repair and complete equip- 
ment as when taken over by the Government. 

With a centralized authority in Washington directing 
the operations of the railroads entirely independent of their 
owners, and issuing orders, which, in the judgment of those 
representing the owners, did not always fully recognize their 
rights, there were possibilities of constant differences of opinion 
and controversy. However, the cordial relations which 
Regional Director Markham at once established and con- 
tinued were of material assistance not only to the Gov- 
ernment, but to the Corporate Officers during Federal 
Control. 


USE OF PENNSYLVANIA STATION, NEW YORK, BY 
OTHER ROADS 


At the close of 1917, President Rea had voluntarily 
tendered the use of Pennsylvania Station, New York City, 
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to all of the lines terminating on the New Jersey side of the 
Hudson River. This action was taken so as to provide, if 
found desirable, for enlarged use of the terminals of these 
roads for freight traffic, and thus tend to relieve the con- 
gestion in the New York Harbor District. As a result, 
the Baltimore & Ohio Railroad began to use Pennsylvania 
Station for its through passenger traffic on April 28th, 
1918, which terminated on September Ist, 1926. The 
Lehigh Valley Railroad also took advantage of this offer, 
and it began using the Station for its through pass- 
enger trains on September 15th, 1918, under a ten year 
contract. 


COMPENSATION UNDER FEDERAL CONTROL CONTRACTS 


Under the Federal Control Act, which was approved on 
March 21st, 1918, the President of the United States was 
authorized to enter into contracts with the Companies own- 
ing the railroads, for their possession and use, including 
maintenance and up-keep, during the period of Federal Con- 
trol; also for the determination of the rights and obligations 
of the parties to the agreements arising out of Federal Con- 
trol, including the just and reasonable compensation to be 
received, which was to be equivalent, as nearly as may be, 
to the average of the Net Railway Operating Income earned 
by the railroads for the three-year period ending June 30th, 
1917. On March 29th, 1918, the President, by a Proclama- 
tion, authorized the Director General of Railroads, either 
personally or through his representative, to agree with the 
carriers upon the amount of compensation to be paid to each 
of them, but which was to be first certified to by the Inter- 
state Commerce Commission. The policy of the Federal 
Railroad Administration was to have a standard form of 
contract, but it was not until December 31st, 1918, that the 
agreement between the Director General of Railroads and 
the Pennsylvania Railroad Company was executed. This 
agreement covered a number of other Companies in its Sys- 
tem, while separate contracts were also executed for some 
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of its affiliated lines, the total compensation to be paid 


annually to each being as follows :— Standard 
Compensation 
Per Annum 
Pennsylvania Railroad Company—Eastern Lines...... $49,598,874.08 
Pennsylvania Railroad Company—Western Lines...... 15,207,217.88 
Baltimore, Chesapeake & Atlantic Railway Company. . 71,320.73 
Baltimore & Sparrows Point Railroad Company....... 55,520.12 
Barnegat Railroad ’Company.... Jameel gos cise oe 2 Dr. 8,888.76 
Cincinnati, Lebanon & Northern Railway Company.... 116,422.56 
Connecting Terminal Railroad Company.............. 58,038.45 
Cumberland Valley Railroad Company............... 1,243,120.04 
Grand Rapids & Indiana Railway Company........... 909,274.57 
Long Island Rawlroad Company oi. occlarm <5 <:s10 4's ss 3,258,000.00 
Louisville Bridge and Terminal Railway Company..... 132,739.74 
Manufacturers Railway Company.................... Dr. 38,504.21 
Maryland, Delaware & Virginia Railway Company..... 42,536.22 
New York, Philadelphia & Norfolk Railroad Company. 996,050.76 
Ohio River & Western Railway Company............. Dr. 17,967.18 
Philadelphia & Beach Haven Railroad Company....... Dr. 22,905.36 
Philadelphia & Camden Ferry Company.............. 401,556.86 
Pittsburgh, Cincinnati, Chicago & St. Louis Railroad 
Company ce ..ch ccna Tey es scias cet ete date searee aie 11,256,340.10 
Rosslyn Connecting Railroad Company............... Dr. 6,598.83 
Union Railroad Company of Baltimore............... 1,387,766.97 
West Jersey & Seashore Railroad Company........... 952,878.22 
Wheeling Terminal Railway Company................ 111,195.80 
Total for entire Pennsylvania Railroad System... . $85,703 ,988.76 


LESSONS FROM THE WAR 


The close of the War came with the announcement of 
the Armistice on November 11th, 1918, and the Annual Report 
for that year points out that one of the outstanding facts 
developed during the War was the absolute dependence of the 
Country upon the great transportation systems, especially the 
Eastern Railroads, which reach the chief sources of raw and 
manufactured materials required for the conduct of the War. 
Federal Control likewise forcefully demonstrated that the 
Government could not operate the railroads to the best 
advantage without freedom from the restrictive and con- 
fusing Federal and State regulations and laws, which thereto- 
fore had prevented the railroads from co-operating with each 
other to the fullest extent to produce the most efficient and 
economic transportation. Furthermore, the Federal Govern- 
ment found it was not possible to operate the railroads and 
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meet the increased cost of material and labor, and higher 
taxes and expenses of all kinds, without substantial increases 
in transportation charges. 


SUPPORTING THE GOVERNMENT 


The Management of the Pennsylvania Railroad Company 
most earnestly supported the Government in all measures 
essential to win the War. Large capital expenditures were 
made to increase the transportation facilities; officers and 
employes of the Pennsylvania Railroad System numbering 
26,286 entered the National service, of whom 443 died while 
on active duty, and it not only co-operated in every action 
and order issued by the Railroads’ War Board and the United 
States Railroad Administration, but gave the assistance and 
advice of its experienced organization in carrying on the War. 
It also released a number of its officers for important trans- 
portation duties abroad, among whom was Mr. W. W. Atter- 
bury, then Operating Vice-President, who was appointed 
Director General of Transportation, and later Brigadier Gen- 
eral, in charge of transportation service for the American 
Expeditionary Force in France. Over 700,000 subscriptions 
to the various Government Bond issues were made by the 
officers and employes of the Pennsylvania Railroad System, 
the amount thus subscribed being over $56,000,000., and in 
addition the various corporations in the System subscribed 
to over $15,000,000. of these Bonds. 

Further, when Congress delayed action on the appro- 
priation of $750,000,000. requested by the Director General 
of Railroads in 1919, which was necessary for the continued 
Governmental operation of the railroads during the year, it 
left the United States Railroad Administration temporarily 
without adequate funds; whereupon the Pennsylvania Rail- 
road Company, in order to relieve the embarrassed situation 
of the industries along its lines, borrowed, on its own credit, 
$22,000,000. in March, 1919, which it advanced to the Rail- 
road Administration. This was done so that the latter could 
pay overdue vouchers for expenditures incurred in the Gov- 
ernmental operation of the Pennsylvania Railroad lines, in- 
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cluding purchases of fuel, materials and supplies, and expendi- 
tures for improvement and betterment work. The money 
was used exclusively in paying these overdue vouchers and 
greatly relieved many manufacturers and others doing busi- 
ness on the Pennsylvania Railroad System. The Company 
was reimbursed through the Government crediting that sum 
to the amount due it as compensation for the use of its 
railroad. 


LEASE OF PHILADELPHIA, BALTIMORE & WASHINGTON 
RAILROAD 

In order to more closely unite the Philadelphia, Balti- 
more & Washington Railroad Company with the operations 
of the Pennsylvania Railroad Company, the former Com- 
pany was leased to the latter for a term of 999 years from 
January 1st, 1918, on a rental basis equivalent to the fixed 
charges, taxes and 6% dividends upon the Capital Stock of 
the Philadelphia, Baltimore and Washington Railroad Com- 
pany. Almost all of this Capital Stock is owned by the Penn- 
sylvania Railroad Company, which operates the Main Line 
of the Lessor Company from Philadelphia to Washington, 
and the various branch and leased roads, including the lines 
of the former Chester Creek Railroad Company and Pomeroy 
& Newark Railroad Company, which the Lessor Company 
acquired during 1917. 


ASSUMING PENNSYLVANIA COMPANY CONTRACTS AND 
OBLIGATIONS 

To effect a closer unity of the interests of the Pennsyl- 
vania Lines West of Pittsburgh, the Pennsylvania Railroad 
Company entered into an agreement to take over the leases 
and operating contracts of the Pennsylvania Company, and 
assume its obligations and liabilities to the lines and prop- 
erties in which it had an interest, effective as of January Ist, 
1918. The Pennsylvania Company was created, as before 
stated, to promote and operate various lines West of Pitts- 
burgh in the general interests of the Pennsylvania Railroad 
Company, which owns its entire Capital Stock and guarantees 
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the payment of its outstanding Bonds. This further unifica- 
tion was in pursuance of the policy followed of eliminating 
corporations which were no longer necessary, and at the same 
time giving these Western Lines the direct strength and 
credit of the Pennsylvania Railroad Company. 


LEASE OF UNION RAILROAD OF BALTIMORE 


On April Ist, 1918, the Union Railroad Company of 
Baltimore, Md., the Capital Stock of which is owned by 
the Philadelphia, Baltimore & Washington Railroad Com- 
pany and the Northern Central Railway Company, was 
leased for 999 years to the Pennsylvania Railroad Company 
on the basis of guaranteeing payment of 8% dividends upon 
its Capital Stock. This road connected the lines of the 
Northern Central Railway and the Philadelphia, Baltimore 
& Washington Railroad in Baltimore. These two roads had 
already been leased to the Pennsylvania Railroad Com- 
pany, and the lease of the Union Railroad Company enabled 
all three roads to be more closely united with the Lessee 
Company in their operations, and eliminated the separate 
accounting for the use of each other’s facilities. 


ELECTRIFICATION—WEST PHILADELPHIA TO 
CHESTNUT HILL 
The electrification work on the Pennsylvania Railroad 
from West Philadelphia to Chestnut Hill, a distance of 10.9 
miles, was completed and the operation of multiple-unit 
electric trains started on April Ist, 1918. 


ROADS TO CONEWAGO AND BERWICK, PA., ACQUIRED 


The Pennsylvania Railroad Company acquired the prop- 
erties and franchises of the Cornwall & Lebanon Railroad 
Company, effective April 15th, 1918, and the Susquehanna, 
Bloomsburg & Berwick Railroad Company on the same 
date. Both of these small roads connected with its Main 
Line, the first named extending from Conewago, Pa., to 
Lebanon, Pa., 26.44 miles, and the second from Watson- 
town, Pa., to Berwick, Pa., 41.83 miles. As the Pennsylvania 
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Railroad Company owned all the Capital Stock of both 
companies, the necessity for maintaining these separate cor- 
porations no longer existed. 


INDIANAPOLIS & FRANKFORT RAILROAD COMPLETED 


In 1918 the Indianapolis & Frankfort Railroad Com- 
pany, which was owned by the Pennsylvania Company, com- 
pleted the construction of its line between Ben Davis, Ind., 
on the St. Louis Division of the Pittsburgh, Cincinnati, 
Chicago & St. Louis Railroad, to Frankfort, Ind., on the 
Michigan Division of that road, a distance of 41 miles. It 
was expected that this new line would afford a more direct 
route for the movement of the rapidly growing traffic from 
the bituminous coal region of southern Indiana to Chicago, 
Ill., and other western points. 


PHILADELPHIA, BALTIMORE & WASHINGTON RAILROAD 
COMPANY ACQUISITIONS 

The Philadelphia, Baltimore & Washington Railroad 
Company acquired on January 3rd, 1919, the Baltimore and 
Sparrow’s Point Railroad Company, a line about 5.43 miles 
long, which, in connection with the Union Railroad Com- 
pany of Baltimore, extended the railroad of the Philadelphia, 
Baltimore & Washington Railroad Company to Sparrow’s 
Point, Md., and the adjacent works of the Bethlehem Steel 
Company and other industries. The line of the acquired 
Company, and also the industrial railroad known as the 
Eddystone & Delaware River Railroad Company, became 
subject to the lease of the Philadelphia, Baltimore & Wash- 
ington Railroad to the Pennsylvania Railroad Company. 


SALE OF GENERAL MORTGAGE BONDS 


On January 15th, 1919, the Pennsylvania Railroad Com- 
pany sold $50,000,000. of its General Mortgage 5% Bonds, 
series “‘B,’’ dated December Ist, 1918, and maturing Decem- 
ber Ist, 1968. The proceeds were used to pay for additions 
and betterments, to meet maturing obligations, and for other 
proper corporate purposes. 
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HOTEL PENNSYLVANIA COMPLETED AND LEASED 


The construction of the Hotel Pennsylvania, between 
32nd and 33rd Streets, fronting on Seventh Avenue, New 
York City, adjoining Pennsylvania Station and the City’s 
four-track subway, was completed in 1919. The Pennsyl- 
vania Terminal Real Estate Company, the Stock of which 
is all owned by the Pennsylvania Railroad Company, is the 
owner of the Hotel building. It was opened on January 25th, 
1919, and leased for operation to an experienced hotel man- 
agement. It has satisfactorily fulfilled the purposes for which 
it was constructed, and has also proven a great convenience 
to Pennsylvania Railroad passengers and those of other roads 
which use the Pennsylvania Station. 


CUMBERLAND VALLEY RAILROAD ACQUIRED 


Effective June 2nd, 1919, the Pennsylvania Railroad 
Company acquired the Cumberland Valley Railroad which 
extended from a connection with its road in the City of 
Harrisburg to the Potomac River, at Powells Bend, Md., a 
distance, including branches, of about 108 miles. This line 
also exchanged traffic and connected with the Western Mary- 
land Railway, Baltimore & Ohio Railroad and the Norfolk 
& Western Railway, at Hagerstown, Md., and with the Bal- 
timore & Ohio Railroad, at Martinsburg, W. Va., and Win- 
chester, Va., through its controlled line the Cumberland 
Valley & Martinsburg Railroad. The Pennsylvania Rail- 
road Company owned practically all of the Capital Stock 
of the Cumberland Valley Railroad, which for many years 
had formed a part of its System. 


EQUIPMENT TRUSTS ISSUED TO UNITED STATES 
RAILROAD ADMINISTRATION 

On January 15th, 1920, the Pennsylvania Railroad Com- 
pany issued to the United States Railroad Administration, 
at par, $58,412,000. 6% Equipment Trust Certificates in 
payment for 16,450 freight cars and 165 locomotives which 
were allocated to it by the Railroad Administration. The 
Certificates matured at the rate of $3,894,000. annually be- 
ginning January 15th, 1921, and ending January 15th, 1935. 
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TRANSPORTATION ACT OF 1920 


The sudden cessation of the War had brought about 
serious reconstruction questions, and none more important 
than the future relations and policy of the Government to 
the railroads which were still under Federal Control. The 
Railroad Executives, as a result of their long experience and 
study of this important question, gave exhaustive testimony 
before Congressional Committees in Washington, which 
finally resulted in the enactment on February 28th, 1920, of 
what was known as the ‘‘Transportation Act, 1920,” the 
important features of which were: The termination of Federal 
Control on March Ist, 1920, with a continuance for the six 
months ending August 31st, 1920, of the Government guar- 
antee of compensation on the same basis as that paid during 
the Federal Control period under the terms of the Federal Con- 
trol Act to such carriers as desired this protection; empowering 
the Interstate Commerce Commission to make such rates so 
that the carriers as a whole (or as a whole in each of such rate 
groups or territories as the Commission may designate) will, 
under honest, efficient and economical management, earn an 
aggregate annual Net Railway Operating Income equal, as 
nearly as may be, to a fair return upon the aggregate value, 
as determined by the Commission, of the railroad property 
held for and used in the transportation service. It was 
also provided in this Act that the Commission was to take 
as such fair return for two years beginning March Ist, 
1920, a sum equal to 5%% of such aggregate value, but in 
its discretion could add thereto one-half of 1% per annum 
to provide for improvements, betterments and equipment 
chargeable to Capital Account. If the Net Railway Oper- 
ating Income of any single carrier, or system, exceeded 6% 
per annum of the value of the railway property so held and 
used, one-half of the excess was to be placed in the carrier’s 
reserve fund until it reached 5% of the value of its property, 
and this fund could be used by the carriers only for the pur- 
pose of paying dividends, interest and rents for leased roads 
to the extent that its Net Railway Operating Income was 
less than 6% on its property valuation. After the reserve 
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fund amounts to this figure of 5% of the value of the car- 
rier’s property, it may be used for any lawful purpose. The 
remaining one-half of such excess income was annually to 
be paid to the Interstate Commerce Commission for the 
purpose of establishing a general railroad contingent fund, 
to be used by the Commission in furtherance of the public 
interest in transportation, either in making loans to the 
cafriers, or by purchasing transportation equipment and 
facilities and leasing same to the railroads. 


OTHER PROVISIONS 


After March Ist, 1922, the Commission was to deter- 
mine, and make public, what percentage of such aggregate 
value constituted a fair return thereon (534% was fixed by 
the Commission, which is the present rate), and in making 
such determination was required to give due consideration 
to the transportation needs of the Country, and the necessity 
for enlarging its facilities to provide adequate transportation. 
The membership of the Commission was increased from nine 
to eleven; the compensation of the Commissioners was fixed 
at $12,000. per annum, and their term of office seven years. 
The powers of the Commission were also materially enlarged 
to cover the regulation of rates, security issues, new con- 
struction and improvement work, and abandonment of rail- 
road mileage. Provision was also made for the settlement 
of matters arising out of Federal Control, and the funding 
of carriers’ indebtedness to the United States for ten years 
at 6% interest. Several far-reaching amendments were made 
to the Interstate Commerce Act of 1887, including the author- 
ity to effect railroad consolidations when approved by the 
Interstate Commerce Commission, and delegating to the Com- 
mission the preparation and adoption of a plan for the con- 
solidation of the railway properties of the Continental United 
States into a limited number of Systems. The Act also recog- 
nized the necessity for temporary loans to railroads, payable 
within 15 years, and at 6% interest, to enable them to serve 
the public during the transition period immediately following 
Federal Control, and an appropriation of $300,000,000. was 
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made for that purpose. Disputes between carriers and their 
employes as to wages and working conditions were to be dealt 
with by Railroad Boards of Labor Adjustment established by 
agreement between the carriers and their employes; and by 
a Labor Board of nine members appointed by the President 
of the United States, of which three members were to repre- 
sent the employes, three the management, and three the 
public. 


REVISING OPERATING ORGANIZATION 


In accordance with this legislation, the properties of 
Companies in the Pennsylvania Railroad System were re- 
turned to its Management on March Ist, 1920. However, 
for the subsequent six months, they (excepting West Jersey 
& Seashore Railroad Company and Philadelphia & Camden 
Ferry Company, which did not accept the six months’ guar- 
anty of compensation) continued to receive Government 
compensation on the same basis as that paid during the 
Federal Control Period, as provided in the Transportation 
Act. In view of the changed conditions, and the fact that 
it was not deemed advisable to divide the System at Pitts- 
burgh for operating purposes, the Organization was revised 
and the System divided into four Operating Regions. The 
large manufacturing and repair shops of the Company at 
Altoona were also separated from regular railroad operations 
and placed under the supervision of one officer to devote his 
whole time and attention to the manufacture, repair and 
renewal of equipment and to the motive power and shop 
problems of the System. 

The Eastern Region comprised generally the territory 
between New York City on the east, Sodus Point on the 
north, Renovo and Altoona on the west, and Washington 
and Norfolk on the south; with Headquarters at Phila- 
delphia. 

The Central Region comprised generally the territory 
between Altoona and Renovo on the east, Rochester, Buffalo, 
Erie, Ashtabula, Cleveland and Lorain on the north, Mans- 
field, Columbus and Zanesville on the west, and Marietta, 
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Powhatan, Wheeling, Waynesburg, West Brownsville and 
Uniontown on the south; with Headquarters at Pitts- 
burgh, Pa. 

The Northwestern Region comprised generally the terri- 
tory between Sandusky and Mansfield on the east, Macki- 
naw City on the north, Chicago and Effner on the west, and 
Columbus, Bradford and Logansport on the south; with 
Headquarters at Chicago, IIl. 

The Southwestern Region comprised generally the terri- 
tory between Columbus on the east, Logansport and Adams 
on the north, Peoria and St. Louis on the west, and Vincennes, 
Louisville and Cincinnati on the south, including the line from 
Trinway to Cincinnati; with Headquarters at St. Louis, Mo. 


SALE OF $50,000,000. 7% BONDS 


The Pennsylvania Railroad Company, in May, 1920, 
sold $50,000,000. of Ten-Year 7% Secured Gold Bonds, 
dated April 1st, 1920, and maturing April 1st, 1930. They 
were secured by the deposit as collateral of $50,000,000. 
General Mortgage, Series ‘‘C,’”? 6% Bonds of the Pennsyl- 
vania Railroad Company, dated April 1st, 1920, and matur- 
ing April Ist, 1970, and $5,000,000. Philadelphia, Baltimore 
& Washington Railroad Company General Mortgage, Series 
“A,” 6% Bonds, dated April 1st, 1920, and maturing April 
Ist, 1960. The Company required about $31,000,000. to 
meet maturities in that year, and the balance of the pro- 
ceeds from the sale of these Bonds were needed to provide 
for its addition and betterment expenditures. A number 
of reasons made it necessary to sell Bonds bearing a 7% © 
interest rate in 1920, the chief of which were, so far as the 
railroads were concerned, that 1920 was the year in which 
they were released from Federal Control and returned to 
their owners with no final settlement for Federal Control in 
sight; their physical condition was poor; wages and material 
costs were still rising even above the War level, and the 
average price of 40 corporation bonds had fallen from 96.25% 
in 1917 to 71.96% in May, 1920. The Company also had 
to compete with large foreign loans and security issues of 
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industrial companies which were paying as high as 8% for 
capital, and there were also large amounts of Government 
issues—Federal, State and Municipal, the United States 
Government itself at the end of 1920 paying as high as 6% 
interest on a one year loan. This was really the first large 
railroad financing following the enactment of the Trans- 
portation Act, and broke the deadlock which had been exist- 
ing so far as railroad borrowing was concerned. A long 
term issue of General Mortgage Bonds could have been sold 
at a somewhat lower rate, but not sufficiently attractive to 
warrant their sale. 


INCREASED FREIGHT AND PASSENGER RATES 


In August, 1920, the Interstate Commerce Commission 
approved of increases in rates in the Eastern territory amount- 
ing to 40% on freight traffic (except that interchanged with 
roads in other territories on which the increase was 3314%); 
20% in passenger rates, and an extra charge for passengers 
carried in Pullman cars equal to about 50% of the usual Pull- 
man transportation charge. Many of the State Commissions 
also permitted similar increases on intrastate passenger and 
freight traffic, but others declined which deprived the Com- 
pany of this additional revenue. The increased revenues 
derived from the higher rates were, however, offset to a large 
extent by increases in wages granted to railroad employes 
which were made retroactive to May Ist, 1920, and by the 
continuance of the wasteful working rules imposed on the 
railroads during the period of Federal Control, so that the 
beneficial effects expected to be secured from the higher rates 
were not realized. In addition, the railroads had the “outlaw 
strikes” in April of that year to contend with, which retarded 
movement of traffic and otherwise interfered with the plans 
of the Management to recover as quickly as possible from 
the effects of the Federal Control Period. 


EMPLOYES’ REPRESENTATION PLAN 


The Annual Report for 1920 points out that the Manage- 
ment, in an effort to improve the relations with its employes, 
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had for several months been in conference with them in an 
effort to arrive at a basis by which, through mutual under- 
standings, future adjustments could be made in the War 
period working conditions and standards of employment, 
which would increase efficiency and economy, reduce the 
extent of non-employment, and provide a method for the 
settlement of differences without having to resort to interrup- 
tions of the transportation service, and the consequent hard- 
ship upon the public, the employes and the railroad com- 
panies. As a result of these conferences, a Memorandum of 
Understanding was signed on December 29th, 1920, between 
the Pennsylvania Railroad System Management and its 
employes in engine and train service, covering the method 
to be followed in the handling of various questions in con- 
troversy. Similar memoranda were later signed on behalf 
of employes in other branches of the service, which became 
known as the Pennsylvania Railroad Employes’ Representa- 
tion Plan. 

The essential features of this Plan, as set forth in a 
pamphlet published by the Company, are:— 


The Management deals collectively with the men through 
employe representatives. 

These representatives must be bona fide employes. They 
are nominated by the employes themselves. They are elected 
by secret ballot by the votes of the employes. 

Every employe, regardless of his membership or non- 
membership in any organization, is entitled to vote. Every 
employe, regardless of his membership or non-membership 
in any organization, is eligible to election. 

Any employe can belong to any union he desires. No 
employe is disqualified to vote, to be nominated, or to be 
elected because he happens to be a member or officer of any 
organization. 

The Management simply insists upon dealing with the 
employes themselves through employe representatives and 
not with representatives of absentee organizations to which 
they may belong. 
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Every important question affecting the employes’ wages 
and working conditions is settled by joint action of Manage- 
ment and men. 

The highest authority on the railroad in the settlement 
of any question, whether it is between an individual employe 
and his immediate supervisory official or between any group 
of employes and the Management as a whole, is a joint review- 
ing committee in each of the various departments of the 
service, equally representative of management and men. In 
these committees all members are on equal terms and a 
two-thirds vote is necessary to decide any question. 

In order that the questions which inevitably arise in 
such a large organization may be settled promptly and justly, 
regular monthly meetings are held between committees of 
employe representatives and representatives of the manage- 
ment, from the local supervisory official on up through divi- 
sion superintendents, general superintendents, general mana- 
gers and the reviewing committees. 

The whole plan thus enables any individual employe 
to get a fair hearing and a prompt decision .by responsible 
officers, and if necessary a review and decision by a joint 
board of officers and duly elected representatives of the 
employes, which has final authority to dispose of the case 
without interference or veto by any executive officer of the 
company. 


ACQUIRING MINORITY STOCKS 


In 1920, the Pennsylvania Company, which then owned 
over 75% of the Capital Stock of the Pittsburgh, Cincinnati, 
Chicago & St. Louis Railroad Company, made an offer to 
the minority stockholders to exchange their holdings, par 
for par, for the General Mortgage 5% Bonds of that Com- 
pany (guaranteed principal and interest by the Pennsylvania 
Railroad Company) which it held in its Treasury. As a result 
of this offer, the Pennsylvania Company acquired additional 
shares of the Capital Stock of the Pittsburgh, Cincinnati, 
Chicago & St. Louis Railroad Company, and at the close of 
1920, owned about 98% of the total outstanding Stock. 
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In the same year the Pennsylvania Company, which 
then owned a majority of the Capital Stock of the Grand 
Rapids & Indiana Railway Company, made an offer to 
exchange the balance of this Stock owned by the public, 
par for par, for the Second Mortgage 4% Bonds of that 
Company which it held in its Treasury. A great many 
stockholders accepted the offer and it resulted in giving the 
Pennsylvania Company a 97% ownership in the Capital 
Stock of the Grand Rapids & Indiana Railway Company. 


COMPACTING THE SYSTEM BY LEASES 


During the year 1921, the Pennsylvania Railroad con- 
tinued its policy of compacting the various Companies in 
the System, so as to secure greater efficiency and economy in 
operation and administration, and permit the parent com- 
pany to route traffic and use the terminals and facilities of 
the subsidiary companies in the interest of the System as a 
whole without regard to the separate ownership and results 
to each of these smaller companies. Therefore, leases were 
executed with the following Companies on the dates and 
terms shown, all of which were effective from January Ist, 
1921:— 


The Cincinnati, Lebanon & Northern Railway Company: March 26, 
1921; 
999 years; 4% dividends on Stock, interest on Bonds and organiza- 
tion expenses. 
The Cleveland, Akron & Cincinnati Railway Company: March 26, 
1921; 
999 years; 4% dividends on Stock, interest on Bonds and organiza- 
tion expenses. 
Cumberland Valley & Martinsburg Railroad Company: March 15, 
1921; 
999 years; 6% dividends on Stock and organization expenses. 
The Englewood Connecting Railway Company: March 26, 1921; 
999 years; 4% dividends on Stock and organization expenses. 
Grand Rapids & Indiana Railway Company: March 26, 1921; 
999 years; 4% dividends on Stock, interest on Bonds and organiza- 
tion expenses. 
Indianapolis & Frankfort Railroad Company: March 26, 1921; 
999 years; 4% dividends on Stock and organization expenses. 
Louisville Bridge & Terminal Railway Company: March 26, 1921; 
999 years; 4% dividends on Stock and organization expenses. 
The New York Bay Railroad Company: April 4, 1921; 
949 years; 4% dividends on Stock, interest on Bonds and organiza- 
tion expenses. 


382 THE GROWTH AND DEVELOPMENT 


New York, Philadelphia & Norfolk Railroad Company: December 14, 
1920; 
999 years; 12% dividends on Stock, interest on Bonds and organiza- 
tion expenses. 
The Ohio Connecting Railway Company: March 26, 1921; 
999 years; 4% dividends on.Stock, interest on Bonds and organiza- 
tion expenses. 
Perth Amboy & Woodbridge Railroad Company: April 4, 1921; 
949 years; 6% dividends on Stock and organization expenses. 
The Pittsburgh, Cincinnati, Chicago & St. Louis Railroad Company: 
March 26, 1921; 
999 years; 4% dividends on Stock (5% beginning with January 1, 
1926), interest on Bonds and organization expenses. 
The Pittsburgh, Ohio Valley & Cincinnati Railroad Company: March 
26, 1921; 
999 years; 4% dividends on Stock, interest on Bonds and organiza- 
tion expenses. 
The South Chicago & Southern Railroad Company: March 26, 1921; 
999 years; 4% dividends on Stock and organization expenses. 
The Toledo, Columbus & Ohio River Railroad Company: March 26, 
1921; 
999 years; 4% dividends on Stock, interest on Bonds and organiza- 
tion expenses. 
The Wheeling Terminal Railway Company: March 26, 1921; 
999 years; 4% dividends on Stock, interest on Bonds and organiza- 
tion expenses. 


The Stocks of most of these Companies were owned 
almost entirely by The Pennsylvania Railroad Company or 
other Companies in the System with which they had been 
affiliated for many years, and, therefore, that part of the 
rental covering dividends would be returned to the Com- 
panies owning the Stocks of such leased roads. 


DATES OF ANNUAL MEETING AND ELECTION CHANGED 


At the Annual Meeting of the stockholders held on 
March 8th, 1921, there was submitted the question of chang- 
ing the dates of the Annual Meeting from the second Tues- 
day in March to the second Tuesday in April, and the 
Annual Election of Directors from the fourth Tuesday of 
March to the fourth Tuesday of April. This change was 
necessary because, with the growth of the Company and 
its many ramifications, it was difficult to close and audit 
the accounts and furnish financial data and operating and 
maintenance statistics between the close of the year and 
the date when the Annual Report must be in printed form for 


THE PENNSYLVANIA RAILROAD COMPANY 383 


circulation. Therefore, a resolution to make the changes 
effective was adopted by the stockholders to become effective 
beginning with the year 1922. 


SALE OF $60,000,000. 614% BONDS 


In March, 1921, the Pennsylvania Railroad Company 
sold $60,000,000. of its 614% 15-Year Secured Gold Bonds, 
dated February Ist, 1921, and maturing February Ist, 1936. 
They were secured by the deposit of $60,000,000. of its 
General Mortgage, Series ‘C,”” 6% Bonds dated April 1st, 
1920, and maturing April 1st, 1970, and $6,000,000. of Gen- 
eral Mortgage, Series ““A,’’ 6% Bonds of the Philadelphia, 
Baltimore & Washington Railroad Company, dated April 
ist, 1920, and maturing April Ist, 1960. The proceeds from 
the sale of these Bonds were used in part to purchase from 
the Pennsylvania Company the locomotives, cars and other 
equipment it owned at an approximate cost of $20,000,000.; 
also shares of Common and Special Guaranteed Stock of 
the Pittsburgh, Ft. Wayne & Chicago Railway Company, 
the dividends on which, under a 999 year lease, were guar- 
anteed by the Pennsylvania Railroad Company; and also 
Stocks of other Companies embraced in the System. The 
Pennsylvania Company having transferred its leasehold 
interests in various Companies to the Pennsylvania Rail- 
road Company, there was no longer any necessity for it to 
own this rolling stock which had been originally acquired 
for its various leased lines. The Pennsylvania Company 
utilized the proceeds from these sales to pay off nearly 
$50,000,000. of funded debt maturing in June and July, 1921. 

This was the first issue of Bonds made by the Company 
which required authorization by the Interstate Commerce 
Commission under the provisions of the Transportation Act 
of 1920. 


OPERATING RESULTS IN 1921—DIVIDEND REDUCED 


The Management in presenting the results for 1921, 
which was the first full year of operation following the Fed- 
eral Control and Guaranty Periods, referred to the extraor- 
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dinary conditions under which the System was operated in 
that year, which affected both the revenues and expenses, and 
resulted in the reduction of the quarterly dividend paid by 
the Pennsylvania Railroad Company from 144% to 1% 
beginning with the dividend paid in May, 1921. It had been 
a year of deflation and economic readjustments, with the 
Country experiencing a most severe business depression, and 
as a result the ton mileage of the System was reduced 30% 
below the previous peak year of 1917, and 23% below the 
year 1920. This was reflected in a reduction of $82,000,000. 
in total Operating Revenues in 1921 compared with the pre- 
vious year, notwithstanding the rate increases in effect in 
1921, and as operating costs and taxes continued at a high 
level, it was necessary to resort to enforced retrenchments 
in Expenses. The monthly pay roll of the Pennsylvania 
Railroad System for December, 1920, carried 280,733 em- 
ployes, while for December, 1921, the number was reduced 
to 218,859, a decrease of 22%. Asa result of this policy, 
the total Operating Expenses of the Pennsylvania Railroad 
System were reduced about $190,000,000. in 1921, of which 
over $98,000,000. was in Transportation Expenses, and the 
balance in Maintenance and other Expenses. 

Some part of the reduction, it was pointed out, was due 
to wage reductions of about 12% in July, 1921, and to modi- 
fications of working conditions effected by negotiations with 
employes, and by orders of the United States Railroad Labor 
Board. But in addition there was increased efficiency in the 
personnel; a reduction in overtime; savings from the closing 
down of shops; restrictions placed upon the use of materials 
and supplies; and curtailment of the transportation service 
to offset the loss in traffic, so that the Net Railway Oper- 
ating Income in 1921 was over $40,815,000, compared with 
a deficit of $62,622,000. in 1920, or an improvement of over 
$103,000,000. in the operating results, compared with the pre- 
vious year. Notwithstanding these improved results the Net 
Railway Operating Income of 1921 was equal to only about 
2% upon the Investment in Road and Equipment of the Sys- 
tem, and the Management stated that this rigorous retrench- 
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ment policy was to be continued until the net returns showed 
substantial and permanent improvement. 


PENNSYLVANIA COMPANY OBLIGATIONS ASSUMED 


The Pennsylvania Railroad Company assumed as of 
June 14th, 1921, the obligations of the Pennsylvania Com- 
pany with respect to the issuance by the latter Company 
of its Guaranteed Trust Certificates, of which there were 
then outstanding $33,167,000. as a consideration for the pur- 
chase of $34,000,000., par value, of Special Guaranteed 
Stock of the Pittsburgh, Ft. Wayne & Chicago Railway 
Company, which Stock, to the amount mentioned, was 
pledged as security for the Guaranteed Trust Certificates. 
It also assumed the Pennsylvania Company’s obligations 
with respect to that portion of the Equipment Trust Certifi- 
cates of 1920 issued to the United States Railroad Adminis- 
tration, which represented the equipment allocated to the 
Pennsylvania Company and other of its subsidiary Com- 
panies West of Pittsburgh. 


CLAIMS AGAINST THE GOVERNMENT 


The 1921 Annual Report points out that final settlement 
had not been made with the United States Railroad Adminis- 
tration for matters growing out of Federal Control. A state- 
ment of accounts between the Railroad Administration and 
the Railroad Companies included in the Pennsylvania Rail- 
road System had been submitted to the Director General, 
which included not only amounts due to the Government for 
Additions and Betterments, but also the balance due to the 
Pennsylvania Railroad System for compensation, deprecia- 
tion reserves, interest, undermaintenance, materials and sup- 
plies taken over by the Railroad Administration and not 
replaced, and miscellaneous open accounts. The largest 
item due these Companies had been for undermaintenance 
and depreciation. It was stated that the maintenance pro- 
visions of the contract with the Government, covering the 
upkeep of the property during Federal Control, had been 
given various interpretations, and there was consequently 
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a difference of opinion as to the exact amount due for the 
failure on the part of the Railroad Administration to return 
the property in as good condition as when taken over by the 
Government. So far as maintenance was concerned, the Com- 
pany had taken the position that the Railroad Administra- 
tion should have performed actual maintenance equal to the 
average of the Test Period of three years ending June 30th, 
1917; and to the extent that it failed to do so the Govern- 
ment should reimburse the Company. During Federal Control 
the deficiency in applying track material on the Pennsylvania 
Railroad System was equivalent to 5,500,000 cross ties, 
160,000 tons of new rail, 60,000 tons of second-hand rail, 
and 530,000 cubic yards of stone ballast and the cost of labor 
to apply this material. 

It was also pointed out that there had been deferred 
maintenance on bridges, buildings, signals and other struc- 
tures; also for deferred maintenance, replacements and 
depreciation of equipment and claims for the destruction of 
property without replacement. Further, the condition of 
the locomotives, freight cars and passenger cars owned by 
the Company at the termination of Federal Control was not 
as good as at the beginning of that period, and consequently 
_ there was also included in the claim against the Government 
an amount representing the deficiency in making proper 
repairs. 

While the magnitude and difficulties of the task of effect- 
ing a settlement with the Government were fully appreciated, 
the long delay had been a great disappointment to the Man- 
agement, in view of its belief that a large sum was due to 
it, which could have been used for maintenance, replace- 
ment and other necessities in 1921, and which would have 
assisted in mitigating the effects of the business depression 
and unemployment following the period of Federal Control. 


WAGES AND WORKING CONDITIONS MORE DIFFICULT 
QUESTION TO SETTLE 


The Management not only referred to these claims, but 
also called attention to other serious obstacles in the way of 
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successfully operating the property, which militated against 
earning a fair return thereon. Deficiencies in maintenance, 
it was stated, might be supplied by equitable monetary 
settlements of claims by the Government, but the other 
serious obstacles alluded to, which had been forced upon 
the Company, arose chiefly from the wages and working . 
conditions established as the result of War conditions and 
Federal Control. They impaired discipline, disrupted the 
harmonious co-operative arrangements between the employes 
and the Management, and produced waste, inefficiency and 
controversy, to the detriment of the old-time high standards 
of service, characterized by courtesy and mutual confidence. 


RESULTS FOR 1922 BETTER DESPITE STRIKES 


The Annual Report for 1922 refers to marked improve- 
ment in general industrial and financial conditions, notwith- 
standing the serious effects of strikes in the anthracite and 
bituminous coal mining industries for a period of about five 
months; also the country-wide railroad shopmen’s strike, 
beginning in July, 1922, which resulted in traffic congestion, 
temporarily increased the number of unserviceable cars and 
locomotives, and, like the mining strikes, added to the losses 
and disorder, which are inseparable from serious indus- 
trial and transportation interruptions. Fortunately, on the 
Pennsylvania Railroad System, its loyal supervisory and 
working forces enabled it to continue an active transportation 
service during the strike period, and the year closed with 
90% of its total locomotives and 93% of its freight cars in 
serviceable condition, which was a distinct improvement 
compared with 1921. 

The Management stated that public opinion was strongly 
expressed against these strikes, and that it should be under- 
stood that force and intimidation would not induce the 
American people to acquiesce in the paralysis of their trans- 
portation service or industries, especially when the questions 
at issue could be impartially decided through available media- 


tion or arbitration proceedings. 
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EQUIPMENT ORDERED 


To enable the Company to handle the existing and pros- 
pective traffic on its lines, and to retire smaller capacity 
locomotives and cars, the following new equipment, and 
improvements to existing equipment, were ordered in 1922 
and the early part of 1923, a portion of it having been put in 
service in 1922, and the balance was to be delivered in 1923:— 


475 freight locomotives; 
97 passenger locomotives; 
43 switching locomotives; 
3 electric locomotives; 
3 gasoline rail motor cars; 
100 cabin cars; 
250 steel passenger cars; 
20 steel dining cars; 


also equipping 15 passenger cars with electric apparatus for 
electrified suburban service, and increasing the carrying 
capacity of 10,118 coal cars by the substitution of 70-ton 
trucks for 50-ton trucks. Funds to pay for a portion of 
this equipment were to be provided through the sale of 
$31,500,000. of Pennsylvania Railroad General Equipment 
Trust 5% Certificates, to which reference is later made. 


DETROIT EXTENSION COMPLETED 


The Pennsylvania-Detroit Railroad, to which reference 
has been made, was opened for traffic December 30th, 1922, 
from Carleton, Mich., to the City of Detroit, a distance of 
about 20 miles. By its use and the joint use of connecting 
portions of the Ann Arbor and Pere Marquette Railroads 
from Carleton south to Toledo, O., and of certain tracks 
and terminals of the Pere Marquette and Wabash Railroads 
in and near the City of Detroit, the Pennsylvania Railroad 
System had obtained a direct entrance from Toledo into 
Detroit for passenger and freight traffic.: 
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EMPLOYES’ REPRESENTATION PLAN UPHELD BY COURT 


In referring to relations with its employes, the Manage- 
ment stated in the Annual Report for 1922 that the 
year had been marked by a further test of the method by 
which representatives of the employes in the service of the 
Pennsylvania Railroad Company and the Management could, 
in mutual conference, discuss various questions and make 
amicable settlements of differences affecting their wages and 
working conditions. It was pointed out that to protect that 
common-sense method of dealing with these important mat- 
ters the aid of the Federal Courts had to be invoked, and 
under an opinion of the United States Supreme Court the 
Company and its employes retained the right to select repre- 
sentatives and decide controversies as to wages and working 
conditions, according to such orderly process as they may 
agree upon. The United States Labor Board was likewise 
free to make such recommendations as it desired, so that an 
uninterrupted transportation service could be assured. 


IMPROVEMENT PROGRAM OF THE RAILROADS 


At the Annual Meeting of the Company on April 10th, 
1923, President Rea, among other remarks on the general 
railroad situation, called attention to the huge program of 
improvements on which the railroads of the Country had 
embarked to meet the anticipated growth in traffic and to 
rehabilitate their properties. He said, in part:— 


“Your Company has joined with other railroads in 
the adoption of a program by which the railroads of the 
country, in full realization of the necessity for a greater 
improvement and expansion of the country’s transporta- 
tion facilities, to meet the growing demands of commerce, 
have authorized since January, 1922, for cars, locomotives; 
tracks and other facilities, expenditures of over One and 
a half billion Dollars, of which Four hundred and forty 
million Dollars were expended during the year 1922. 
For this purpose large amounts of new capital must be 
borrowed by the railroads in the abiding faith in the 
further progress and prosperity of our country, in the 
fairness of the American people, and relying on the 
enforcement by the Government of the constructive rail- 
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road policy in the Federal Transportation Act of 1920, 
under which reasonable protection to the investment in 
the railroad property is assured, and just returns per- 
mitted to be earned thereon. From January lst, 1922, 
to the middle of March, 1923, the railroads purchased 
over 223,000 new freight cars and 4,219 new locomotives. 
Of these, 117,280 freight cars and 2,106 locomotives have 
been delivered and placed in service, and the balance 
will be delivered by the Fall, when the traffic is usually 
the heaviest. Furthermore, the railroads are unitedly 
urging the active prosecution of their new construction 
work in the early part of the season to increase the 
existing facilities; that locomotives and cars awaiting 
heavy repairs be reduced to a normal basis as quickly 
as possible; that a reasonable supply of coal for rail- 
road purposes be stored by September First, so that 
after that date the equipment and other facilities may 
be used to the greatest extent for commercial purposes. 
The railroads are likewise stressing upon all interested, 
the necessity for the movement of coal and ore via the 
Lakes, and the prompt purchase of coal supply for con- 
sumption at inland points, in the largest possible quan- 
tities early in the season. The railroads of the country 
have, through the American Railroad Association, estab- 
lished an effective organization in the car-service divi- 
sion for the central control and distribution of freight 
cars to the best possible advantage of the country.” 


SALE OF EQUIPMENT TRUSTS 


In April, 1923, the Pennsylvania Railroad Company 
sold $31,500,000. General Equipment 5% Trust Certificates, 
Series ‘‘A,’’ which were dated March lst, 1923, and matured 
at the rate of $2,100,000. annually for 15 years beginning 
March Ist, 1924, and ending March Ist, 1938. These Equip- 
ment Trust Certificates were sold to pay, in part, for equip- 
ment ordered in the years 1922 and 1923, to which reference 
has been made. 


BROAD STREET STATION FIRE 


On June 11th, 1923, the train shed of Broad Street Sta- 
tion, Philadelphia, was destroyed by fire. The Station 
accommodated daily 530 inbound and outbound passenger 
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trains, carrying about 80,000 passengers. The day follow- 
ing the fire every scheduled train, in and out of Philadelphia, 
was resumed by using temporary platforms and stairways 
leading from the elevated structure at the west end of the 
train shed to the street, and terminating other trains at West 
Philadelphia and North Philadelphia Stations. Five work- 
ing days after the fire had been extinguished, all sixteen 
tracks in Broad Street Station had been rebuilt and plat- 
form facilities restored, so that approximately 70% of all 
trains were brought back into the Station, the remainder 
being handled at other stations in order that the work of 
removing the damaged framework of the train shed might 
proceed. 


PLANS FOR NEW STATION AND GENERAL OFFICES 

This loss, it was stated, emphasized the already existing 
necessity for the enlargement and reconstruction of the 
passenger terminal facilities in Philadelphia. Arrangements 
were, therefore, made for the preparation of plans to properly 
accommodate the local and through passenger service, and 
to discuss the entire project with the authorities of the City 
of Philadelphia, so as to reach some mutually satisfactory 
understanding respecting new passenger facilities and their 
relation to the present and future transit lines and streets 
of the City. The General Office of the Company, at Broad 
and Market Streets, had not afforded sufficient accommoda- 
tion for the official and clerical forces for several years, and 
the plans for the reconstruction of passenger facilities were 
also to include provision for new General Offices. Having 
in mind the rapid transit and street developments essential 
to the growth of the population, industry and commerce of 
the City, it was felt that the situation would probably require 
the construction of a main Station on the west side of the 
Schuylkill River, and suitable accommodation for the subur- 
ban traffic near 15th Street, Filbert Street and the Parkway, 
and the widening of Filbert Street westward to the Schuyl- 
kill River. 
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P. R. R. EMPLOYES’ PROVIDENT AND LOAN 
ASSOCIATION ESTABLISHED 

In July, 1923, the Pennsylvania Railroad Employes’ 
Provident and Loan Association was established by co- 
operation of the officers and employes for their mutual 
benefit. The Pennsylvania Railroad Company has no finan- 
cial or other relation thereto, except to give every reasonable 
assistance to enable the officers and employes to make it a 
success. The various features of the Association are a sav- 
ings fund; a plan for the purchase of homes; provision for 
obtaining moderate emergency loans, the purchase of in- 
creased pension allowances, and also securities of Companies 
in the Pennsylvania Railroad System on the installment 
plan. As a result of the formation of this Association, it 
was no longer necessary to continue the Pennsylvania Rail- 
road Employes’ Saving Fund, which had been established 
since 1888. At the close of 1923 the Association had a total 
enrollment of 18,434 members, of whom 13,978 had availed 
themselves of the saving fund feature, and 19,666 shares of 
Pennsylvania Railroad Company stock had been purchased 
in addition to other securities in the System. A number of 
loans had been made for the purchase of homes, as well as 
for emergency purposes, and 555 employes had purchased 
increased pension allowances. 


SETTLEMENT FOR FEDERAL CONTROL PERIOD 


On June 12th, 1923, final settlement was effected between 
the United States Railroad Administration and the Pennsyl- 
vania Railroad Company and the leased, operated and con- 
trolled lines embraced in its System, covering all claims 
arising out of the possession, use and operation of these 
properties by the United States Government during the 
period of Federal control, from January Ist, 1918, to Feb- 
ruary 29th, 1920. It was a net settlement of the amounts 
due either to, or by, the United States, or the System Com- 
panies. It included balances due the latter on account 
of the standard return, or compensation, for the use of their 
properties; for assets collected, depreciation, retirement 


THE PENNSYLVANIA RAILROAD COMPANY 393 


of property and equipment not replaced, interest and under- 
maintenance. The settlement likewise included balances 
due to the Government for additions and betterments made 
to the properties, for liabilities paid, for interest, and for 
materials and supplies returned to the System Companies 
in excess of those turned over to the United States Railroad 
Administration. 

The terms of such net settlement required the payment 
of $90,000,000. to the Government for the entire System. 
The Pennsylvania Railroad Company issued its Note to the 
Government for $70,225,000., and the Pittsburgh, Cincinnati, 
Chicago & St. Louis Railroad Company issued its Note for 
$18,250,000., the balance having been paid in cash. These 
Notes, in accordance with the provisions of the Transporta- 
tion Act of 1920, were secured by collateral, bore interest at 
6% per annum, and were due March Ist, 1930. Payments 
on account of these Notes were made in 1924, and both were 
paid off in full in 1925. 

The expenditures made for additions and betterments 
on the lines embraced in the Pennsylvania Railroad System 
during the 26 months of Federal Control amounted to 
$159,264,226. This did not include equipment purchased 
by the Director General of Railroads and allocated to the 
System Companies, costing $58,442,161., so that the total 
expenditures during this period amounted to $217,700,000. 
Reference has heretofore been made to the fact that the cost 
of the assigned equipment was financed through the issuance 
of $58,412,000. Pennsylvania Railroad 6% Equipment Trust 
Certificates in 1920. 


1917 OPERATING RESULTS COMPARED WITH FEDERAL 
CONTROL PERIOD 

It was recognized that in the operation of the railroads 
for most of the Federal Control period, unusual conditions 
at home and abroad had to be faced, which forced a character 
of operation and range of expenditure, as well as a sacrifice 
of public convenience and service, that would not be tolerated 
in times of peace, and could not be justified from an economic 


i 
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standpoint. The Management pointed out that the Net 
Railway Operating Income of the Pennsylvania Railroad 
System for the year 1917, at the close of which the Govern- 
ment assumed the operation of the property, was $77,800,000., 
while the result for 1918 was a Net Railway Operating Income 
of $27,018,000.; for 1919 it was $10,034,000., and for 1920 
a Net Railway Operating Deficit of $62,742,000. The num- 
ber of employes at the close of 1917 was 235,000, and on 
March lst, 1920, 273,000. The monthly payroll for 1917 
averaged $20,770,000., and for 1920, $43,950,000., the latter 
year including an increase of wages and changed working 
conditions for the greater part of the year, while the higher 
rates on traffic did not become effective until August 26th, 
1920. 


MANAGEMENT'S VIEWS 


The following paragraph has been extracted from the 
concluding reference of the Management to the Federal Con- 
trol Period in the Annual Report for 1923:— 


“Without any desire to unduly criticize Govern- 
mental operations, or to minimize the responsibilities 
resulting from political and economic difficulties grow- 
ing out of the great World War, it must be clearly stated 
that the lines were returned to the Company with wages 
and working conditions largely increased and fixed not 
only during the War period but after the War had ended, 
and entirely out of line with the rates and net operating 
results; with the efficiency and loyalty of the working 
forces seriously demoralized, and with the physical con- 
dition of the property inferior to that which existed at 
the beginning of Federal control. This was the result 
of War conditions and of a system of centralized manage- 
ment at Washington, under which the policies, expendi- 
tures, wages, classification and organization of employes, 
working conditions and other features were dictated to 
meet the varying conditions as they appealed to the 
Railroad Administration. The responsibility for rectify- 
ing that situation at the end of Federal control had to 
be assumed by your Management. This was accom- 
plished by increasing operating efficiency, enforcing econ- 
omy and by getting co-operation from the public through 
the payment of increased rates. Notwithstanding the 
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higher rates paid by the public, these unfavorable con- 
ditions, accentuated by the fall of traffic in 1921 and 
the strikes in the anthracite and bituminous coal min- 
ing industries, and the country-wide strike of the rail- 
roads’ shopcrafts in 1922, entailed considerable sacrifice 
by the shareholders through the reduction in the rate of 
dividends. Prompt and reasonable settlements for the 
Federal control period, such as those made by Great 
Britain with her railroads, probably would largely have 
averted such results. Fortunately, the improved results 
for 1923 have materially helped in adjusting the situa- 
tion. With no disposition to cavil respecting a closed 
transaction, nor to suggest any lack of courtesy by the 
Government officials in dealing with this important trans- 
action, it is, nevertheless, the opinion of the Management 
of your Company that the interpretations of the provi- 
sions of the Federal Control Act and Contract by; the’ 
Government prevented the payment of an amount suffi- 
cient to properly reimburse your System Companies for 
the taking of their property and equipment, and their 
necessary restoration to a condition equal to that when 
possession was assumed by the Government. It is also 
felt that the 6% rate of interest charged by the Govern- 
ment on the Collateral Notes issued to effect final settle- 
ment for the balance due on improvements by the Gov- 
ernment to assist in winning the War, and charged at 
their high war costs against your System, might justly 
be reduced to a rate that more closely corresponds to 
the cost of money to the Government.”’ 


HEROIC SERVICE MEDALS 


In accordance with the policy adopted by the Manage- 
ment to award Heroic Service Medals to employes who per- 
formed unusual acts of heroism in connection with their 
regular duties, or while on the Company’s property, 27 of 
such Medals were awarded to employes on May 28th, 1924. 
The Company has since continued this policy, 24 medals 
being awarded in 1925 and 8 in 1926. 


NEW EQUIPMENT 


During the year 1924 the following new equipment was 
placed in service:— 
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1,000 stock cars, 
3,000 automobile cars, 
10,716 box cars (100,000 pounds capacity), 
50 heavy passenger locomotives (for through pass- 
enger service), 
45 ten-wheel passenger locomotives (for suburban 
service), 
23 six-wheel shifting locomotives, 
6 four-wheel shifting locomotives, 
2 electric locomotives, 
12 all-steel dining cars, 
3 rail gasoline motor cars, 
1 Diesel-electric tug-boat, 
6 car floats. 


All of the locomotives, as well as the dining cars, were con- 
structed in the Company’s Altoona Shops. 


SALE OF EQUIPMENT TRUST CERTIFICATES 


A portion of the money required to pay for this equip- 
ment was raised through the sale in May, 1924, of $20,100,000. 
General Equipment 5% Trust Certificates, Series ‘‘B,’’ which 
were dated April lst, 1924, and matured at the rate of 
$1,340,000. annually for 15 years beginning April Ist, 1925, 
and ending April ist, 1939. 

In order to finance the cost of additional box cars, the 
Company in October, 1924, issued and sold $15,750,000. 
General Equipment 444% Trust Certificates, Series ‘‘C,’’ 
which were dated October Ist, 1924, and matured at the rate 
of $1,050,000. per annum. over a period of 15 years, starting 
October Ist, 1925, and ending October Ist, 1939. 


SALE OF $50,000,000. 5% SECURED BONDS 


In November, 1924, the Pennsylvania Railroad Com- 
pany also sold $50,000,000. 40-Year 5% Secured Gold Bonds, 
dated November Ist, 1924, and maturing November Ist, 
1964. The proceeds from the sale of these Bonds were used 
to reduce the 6% Collateral Note of the Pennsylvania Rail- 
road Company held by the United States Government, which 
had been given in connection with the settlement for the 
Federal Control period. 
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PENNSYLVANIA, OHIO & DETROIT RAILROAD COMPANY 
FORMED 

Effective July Ist, 1924, The Cincinnati, Lebanon & 
Northern Railway Company, The Cleveland, Akron & Cin- 
cinnati Railway Company, The Toledo, Columbus & Ohio 
River Railroad Company, The Manufacturers Railway Com- 
pany and Pennsylvania-Detroit Railroad Company entered 
into an agreement for the consolidation of such Companies 
into The Pennsylvania, Ohio & Detroit Railroad Company. 
The total owned mileage of the consolidated road was about 
783 miles, extending from Cincinnati, Columbus and Marietta, 
on the south, to Akron and to Sandusky and Toledo on Lake 
Erie, on the north, and (partly by trackage) from Toledo to 
Detroit. All of the Capital Stock of the constituent Com- 
panies was owned or controlled by the Pennsylvania Rail- 
road Company, which operated their lines. This consolida- 
tion became effective from an accounting standpoint on 
January 1st, 1926. 


PITTSBURGH IMPROVEMENTS 


The 1924 Annual Report refers to the urgent necessity 
for the enlargement and improvement of passenger and freight 
terminals of the Company in the City of Pittsburgh, which 
had been apparent for several years, but which could not be 
undertaken during the War period. Since then negotiations 
had been actively resumed with the City of Pittsburgh, and 
had resulted in reaching an agreement providing for the 
vacation, relocation and widening of certain streets in the 
vicinity of Pennsylvania Station, Pittsburgh, and its eastern 
and western approaches. The plans contemplated the removal 
of the then existing Grant Street freight station facilities, and 
the utilization of the property for street improvement and 
building purposes, including a General Post Office Building 
to be constructed by the Government. 

It was stated that final plans for the complete railroad 
improvements had not yet been made, but they contemplated 
additional tracks both eastwardly and westwardly from the 
Pennsylvania Station; the enlargement of the Station Build- 
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ing itself so as to provide adequate ticket offices, waiting 
rooms, baggage and other facilities, as well as subways to 
enable passengers to pass to and from the Station without 
crossing the street and tracks at grade. 


NORFOLK & WESTERN RAILWAY LEASE NEGOTIATIONS 
TERMINATED 

Reference was made in the Annual Report for 1924 to 
the fact that negotiations in connection with the suggested 
lease of the Norfolk & Western Railway by the Pennsylvania 
Railroad Company had been terminated, because it could 
not negotiate a lease on a mutually advantageous basis. A 
large volume of traffic was being exchanged with the Norfolk 
& Western Railway, and it was stated that the close working 
relations, and the active policy of co-operation which had 
existed for over twenty-five years, would continue. 


TENTATIVE RAILROAD CONSOLIDATION PLAN 


Reference has already been made to the provisions of the 
Transportation Act of 1920, under Section 5 of which the 
Interstate Commerce Commission was to prepare and adopt 
a plan for the consolidation of the railway properties of the 
Continental United States into a limited number of systems. 
The Commission employed Prof. William Z. Ripley, of Har- 
vard University, to prepare, under its direction, a report 
on the subject. This he did and it formed the basis of a 
tentative plan which the Commission served upon the car- 
riers in August, 1921. Under this tentative plan, there were 
allocated to the Pennsylvania Railroad System, which was 
designated as ‘‘System No. 2,” the following roads:— 


Pennsylvania R. R. 

West Jersey & Seashore R. R. 

Long Island R. R. 

Baltimore, Chesapeake & Atlantic Ry. 
Cumberland Valley R. R. 

Maryland, Delaware & Virginia Ry. 

New York, Philadelphia & Norfolk R. R. 
Pittsburgh, Cincinnati, Chicago & St. Louis R. R. 
Waynesburg & Washington R. R. 
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Grand Rapids & Indiana Ry. 
Cincinnati, Lebanon & Northern Ry. 
Ohio River & Western Ry. 
Louisville Bridge & Terminal Ry. 
Wheeling Terminal Ry. 

Toledo, Peoria & Western Ry. 
Lorain, Ashland & Southern R. R. 
Lake Erie & Pittsburgh Ry. 

Central Indiana Ry. 

Pittsburgh, Chartiers & Youghiogheny Ry. 
Monongahela Ry. 


and all other railway properties controlled by any of the 
above carriers under lease, stock ownership, or otherwise, 
except the Norfolk & Western Railway and railway properties 
controlled by it, which, it was stated, may be included in 
a separate System, 

The Commission made some reservations which were 
that the Lorain, Ashland & Southern Railway may be in- 
cluded in System No. 4, Erie Railroad, which owns one-half 
the stock, the Pennsylvania Railroad owning the other half. 
The Lake Erie & Pittsburgh Railway, Central Indiana Rail- 
way, Pittsburgh, Chartiers & Youghiogheny Railway and 
Monongahela Railway may be included in System No. 1, 
New York Central Railroad, which controls one-half the 
Stock of each road, the Pennsylvania Railroad controlling 
the other half. 


NEW LEGISLATION REQUIRED 


The Interstate Commerce Commission subsequently held 
hearings on consolidations in various cities throughout the 
Country at which voluminous testimony was taken, but it 
has never adopted a plan of consolidation as prescribed by 
the terms of the Transportation Act. The Commission has 
on the other hand asked to be relieved of this duty, and has 
recommended that it be given broad powers to approve or 
disapprove such consolidations as may be proposed, and to 
make such modifications and attach such terms and conditions 
prior to approval as it may find just and reasonable. It is 
generally agreed that if a complete plan of consolidation were 
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imposed on the railroads, it could not be carried out largely 
because of the lack of the necessary machinery in the present 
Federal law and in the laws of many of the States. For this 
reason, Congressional Committees have been at work on 
amendatory legislation for some time, which would permit 
of voluntary consolidations on the general lines recommended 
by the Interstate Commerce Commission. 


CONFERENCES IN THE EASTERN DISTRICT 


Meanwhile, the Management reported to the stock- 
holders in the Annual Report for 1924 that the officers of 
the Company had participated in conferences with repre- 
sentatives of the larger Systems operating in the Eastern 
District of the Country in an effort to bring about some gen- 
eral agreement on the part of all interested as to the con- 
solidations that should be effected in that section. This 
was, of course, to be subject to the requirements of the 
Transportation Act, which provided that competition was 
to be preserved as fully as possible, and wherever practi- 
cable the existing routes and channels of trade were to be 
maintained. Further, the several Systems were to be so 
arranged that the cost of transportation as between com- 
petitive Systems, and as related to the value of the properties 
through which the service is rendered, shall be the same, so 
that, as far as practicable, these Systems can employ uniform 
rates in the movement of competitive traffic, and under 
efficient management earn substantially the same rate of 
return upon the value of their respective properties. 


SO-CALLED FOUR SYSTEM PLAN 


These conferences resulted in the informal presentation 
to the Consolidation Committee of the Interstate Commerce 
Commission by the Presidents of the New York Central, 
the Baltimore & Ohio, and the Nickel Plate Systems of a 
suggested consolidation of the railroads of the Eastern Dis- 
trict into four Systems. The consolidation thus suggested 
was not in the judgment of the officers of the Pennsylvania 
Railroad Company a fair one to the latter Company, nor 
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would its adoption accomplish the purposes and objects of 
the consolidation provisions of the Transportation Act. This 
plan provided for the grouping of all the large railroads 
in the Eastern District of the Country into four Systems, 
one being the Pennsylvania Railroad System, but made no 
disposition of the New England roads and of terminal and 
short lines. It treated the Pennsylvania Railroad System, 
including therein the Norfolk & Western Railway, as already 
practically complete, largely because of its size, and accord- 
ingly assigned to the other three Systems all of the important 
roads in the Eastern District and the principal gateways to 
the New York District and Harbor not then embraced in 
the Pennsylvania Railroad System. 


PENNSYLVANIA PROTESTS AND MAKES SUGGESTIONS 


This plan, it was pointed out, failed to allocate to the 
Pennsylvania Railroad System the roads necessary to enable 
it to adequately and economically transport its existing traffic 
and that which it would undoubtedly be called upon to trans- 
port in the future; and its adoption would result in the 
diversion from its lines of traffic then being handled by it, 
and would seriously disrupt and destroy existing routes and 
channels of trade and commerce. Therefore, the Manage- 
ment felt impelled to indicate to the Interstate Commerce 
Commission its dissatisfaction with the plan as proposed, 
and its belief that its adoption or acceptance by the Com- 
mission would be detrimental to its stockholders, to its ship- 
pers and to the territory served by it. In doing this the 
Management made certain suggestions, the chief of which 
were that in the grouping and allocation of the Eastern rail- 
roads there should be included in the Pennsylvania Railroad 
System, not only the Norfolk & Western Railway, which had 
been affiliated with it for over 25 years, and the Virginian 
Railway, which was operated in conjunction with the Nor- 
folk & Western Railway during the period of Federal Con- 
trol, but also the Lehigh Valley Railroad, whose inclusion 
in the Pennsylvania Railroad System would provide an addi- 
tional and important gateway to and from the New York 
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City District. It would also continue a large local and through 
traffic exchange, and would furnish a shorter and less con- 
gested route for business which concentrated in the Sunbury, 
Williamsport and Wilkes-Barre district, and better terminals 
and connections in the Buffalo-Rochester territory. 

The suggested plan, together with the recommendations 
made upon behalf of the Pennsylvania Railroad System, were 
taken under consideration by the Consolidation Committee 
of the Interstate Commerce Commission, time being granted 
to the Companies interested for further consideration of the 
whole subject in the hope that some more acceptable plan 
might be evolved. 


PHILADELPHIA TERMINAL IMPROVEMENTS 


Further progress was made in 1924 in preparing plans 
for improved passenger terminal facilities in Philadelphia. 
They contemplated the removal of the elevated railroad 
structure between Broad Street Station and West Philadel- 
phia, and the erection of a new Station on the west bank of 
the Schuylkill River, to contain about eighteen tracks, each 
having 1500-foot platforms for through and local trains, and 
eight additional tracks for suburban electric trains, a total of 
twenty-six tracks. The Station when completed was to have 
two levels of tracks, the lower one for the through and long 
distance trains and the upper level for the suburban traffic. 
Electrically operated suburban trains were to reach the busi- 
ness center of the city by means of a new bridge across the 
Schuylkill River, south of Arch Street, leading into a subway 
of four or more tracks beginning near Twentieth or Twenty- 
first Street, and terminating in an underground terminal 
between Fifteenth and Seventeenth Streets, north of the 
Filbert Street elevated structure. This, it was stated, would 
eventually eliminate the operation of steam trains into the 
center of the city from West Philadelphia. The plans also 
provided for the erection of a General Office Building adjacent 
to the new Station to accommodate official and clerical forces, 
which had been scattered in various office buildings through- 
out the City. 
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PRESIDENT REA SPEAKS TO THE STOCKHOLDERS 


President Rea presided at the Annual Meeting of the 
Company on April 14th, 1925, and as he made some very 
interesting remarks with respect to his prospective retire- 
ment as President, under the Pension Regulations, in the 
Fall of that year, and also as to the general position of the 
Company, a part of them are quoted below:— 


“At this Annual Meeting you will be asked to 
approve the Seventy-eighth Annual Report of your Com- 
pany, and although individuals come and go, the Com- 
pany continues as one of the great national systems of 
transportation. The Company is a permanent and self- 
perpetuating institution, although the personnel of its 
executives and management does change. As most of 
you know, I will reach the age of seventy next Fall, and 
under the regulations of the Company I will retire from 
active service. It may not be out of place, therefore, 
for me to extend a word of special greeting to the stock- 
holders at this meeting. 

I am the first of your Presidents to reach that age, 
and, as it is fifty-four years ago since I first entered the 
service, my term of active service is probably the longest. 
As an engineer I obtained a close grasp on the physical 
features of the Pennsylvania Railroad in the great coal 
and steel traffic producing territory. This was followed 
by service which gave me charge of the location, promo- 
tion and construction of the many branch lines and sub- 
sidiaries on various parts of the Pennsylvania System in 
my capacity as Principal Assistant Engineer, Assistant 
to the Vice-President, later as Assistant to the President, 
and afterwards as Vice-President. So that the work 
which started as a rodman in the fields of Pennsylvania, 
culminated with the corporate and engineering work in 
extending the Pennsylvania System into and through New 
York City, including a connection with the New Haven 
Railroad System known as the New York Connecting 
Railroad and its Hell Gate Bridge, and in the acquisi- 
tion through lease, contract or stock ownership of other 
roads and interests. 

My Vice-Presidential duties also put me in charge, 
for several years, of the Engineering Department, the 
Accounting Department, and through assisting a former 
Vice-President, the late John P. Green, I was brought 
into close touch with the administration of the Treasury 
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Department. I have been a Director of the Company 
for twenty-six years, and over twelve years ago I was 
honored with one of the most important positions of 
trust and responsibility in this Country through my 
election as President of The Pennsylvania Railroad Com- 
pany and the important lines in its System. 

The administration of each of your Presidents has 
had to meet its own serious problems. The Company 
keeps pace with the Country—in periods of expansion 
and periods of depression. Aside from regular adminis- 
tration questions, my administration may be characterized 
by at least two far-reaching influences—the first, the Com- 
pany had to meet the crest of the long continued period 
of destructive legislation and regulation, and a hostile 
attitude of the public generally towards the railroads; 
and the second, the far-reaching consequences of the 
World War which began to be seriously felt about eight 
years ago and are not yet concluded. 

We have had a continuous struggle to prevent the 
confiscation of the railroad investment and service by 
unwise, wasteful and hostile legislation and regulation 
which, happily, a fully informed public opinion has 
tempered, so that at present there is a closer under- 
standing of the necessity of strong railroads and ample 
transportation facilities and a desire to allow railroads to 
earn fair returns. 

As contradistinguished from the destructive stand- 
point, the clearer view is that their properties represent 
real value and efficient service, and are not overcapital- 
ized or enfeebled institutions, but effective instruments of 
national prosperity. We must not overlook the fact that 
while railroads always desire to do a large part of their 
financing through the sale of capital stock, yet the result of 
unwise regulation, hostile legislation, and restricted earn- 
ings has been to make sales of capital stock at par prac- 
tically impossible, except for a very few companies in 
the last ten years. Under the laws of Pennsylvania 
capital stock cannot be sold for less than par. The last 
occasion on which The Pennsylvania Railroad Company 
sold its stock at par was in the year 1913, but we are 
in no different position from that of most of the large 
railroad companies. 

The Management appreciates the confidence im- 
posed in it by the stockholders. Your railroad system 
is very conservatively capitalized because, while it 
represents an investment of over $2,250,000,000., the total 
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capital obligations held by the public only slightly 
exceed $1,545,000,000. 

It will need at all times the continuing support and 
strength of public opinion, and fair legislation and regu- 
lation, and it is sure to have the continued confidence 
of its stockholders who have reached the number of 
over 146,000, which includes practically all of our officers 
and large numbers of the employes. This ownership 
represents citizens in all classes of life, and their financial, 
educational, religious and charitable institutions. 

I close my active career with the deepest confidence 
in the basic earning power of the property which has 
paid a return on the capital stock in every year since it 
was incorporated. It has done its duty by its owners 
and probably out-ranks every large corporation in the 
Country in the total amount of dividends it has paid to 
its stockholders and at reasonably fair rates. Its em- 
ployes have always received as good wages as the Com- 
pany could afford to pay, and notwithstanding wars and 
panics they have always been paid in cash and on the 
date due. 

The Company will have to meet its periods of pros- 
perity and adversity that will test the skill and ability 
of the Management, but so long as we conserve and 
maintain the solid foundations of a solvent Company, 
with fair returns to the stockholders, with capable 
Directors to manage its affairs, and with well trained 
and loyal officers and employes, the stockholders have 
no need to fear for the future or to feel that The Penn- 
sylvania Railroad Company will not hold its rightful 
place with other railroads.” 


FINAL SETTLEMENT WITH GOVERNMENT 


Final settlement with the United States Government 
for the Guaranty Period (the six months succeeding Federal 
Control, March 1st to August 31st, 1920), was concluded dur- 
ing the year 1925. The net book loss sustained for the Federal 
Control and Guaranty Periods, amounting to $8,415,976., was 
charged to Profit & Loss Account, and the accounts with 
the Government were then closed. It was stated that this 
figure by no means represented the total losses caused by 
the War, but under the contract interpretations and the 
settlement basis established by the Government, the Com- 
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pany’s claims against it were not allowed to the extent of 
the foregoing amount, even though they had been presented 
on a reasonable basis. 


NEW EQUIPMENT 


During the year 1925, the following new equipment was 
placed in service :— 
7,284 box cars (100,000 pounds capacity), 
6 poling cars, 
5 ten-wheel passenger locomotives (for suburban 
service), 
50 eight-wheel shifting locomotives, 
1 electric locomotive, 
28 baggage-express cars, 
10 passenger-baggage cars, 
4 gas motor rail cars, together with 1 trailer for use 
with gas motor cars, 
1 gas-electric motor rail car, 
5 covered barges, 
4 harbor floats, 
2 grain barges, 
6 150-ton wrecking derricks. 


All of the foregoing equipment was paid for without the 
issuance of new securities. 


PHILADELPHIA TERMINAL IMPROVEMENTS 


Reference was again made in the 1925 Annual Report to 
the necessity for the reconstruction of the passenger terminals 
and tracks to properly accommodate the through and local 
passenger service in and adjacent to the City of Philadelphia, 
the elimination of the Filbert Street elevated railroad struc- 
ture east of the Schuylkill River, and provision for General 
Office accommodations in that City for official and clerical 
forces. However, it was not until the plan for passenger 
terminal improvements in Philadelphia was fully developed 
that the location for a new office building could be determined 
upon. Therefore, in the Autumn of 1925, the construction of 
a modern fire-proof office building at the junction of 32nd 
Street, Market Street and Lancaster Avenue was commenced. 
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The plans covering these important improvements have 
heretofore been described, and during the year 1925 the 
necessary enabling ordinances, prepared in collaboration with 
the Mayor and the Council of the City, were passed, and an 
agreement dated July 13th, 1925, entered into covering the 
improvement program. In addition to the proposed changes 
in railroad facilities and improvements, the plans contem- 
plated the creation of a new central avenue, 90 feet in width, 
to be called “‘Pennsylvania Boulevard,” on the location of 
Filbert Street, extending from City Hall to the main Passenger 
Station on the west bank of the Schuylkill River; also the 
electrification of additional local lines radiating from Phila- 
delphia in order to handle the suburban traffic through the 
proposed subway terminating in an underground station 
between Fifteenth and Seventeenth Streets, north of the 
Filbert Street elevated structure. The electrification of the 
lines between Philadelphia and Wilmington and between 
Philadelphia and West Chester, via Media, had also been 
authorized. 

The total cost of the improvements under the plan 
agreed to with the City was estimated at approximately 
$60,000,000., of which the City was to pay its fair propor- 
tion for street and other municipal improvements, which 
would develop and improve the central section of the City 
and that part lying west of the Schuylkill River. It was 
stated that the Company would be able to release consider- 
able property in the heart of the business section of Phila- 
delphia, which could be sold for commercial purposes, and 
thus reimburse itself for a large part of the cost of the improve- 
ments. 

CHICAGO UNION STATION OPENED 


The new station of the Chicago Union Station Company, 
which also included an Office Building, was formally opened 
and dedicated to public use on July 23rd, 1925. This Station 
was designed and constructed to furnish the maximum of 
convenience to the traveling public, and expeditiously handle 
the large volume of passenger traffic going to and coming 
from the great commercial center of Chicago, and to and 
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from the many connecting railroads entering that City. A 
seven-story Mail Building, which had been leased to the 
United States Government, was built adjoining the Station 
and was connected with it by a tunnel under the concourse. 
Other important work carried out in connection with the 
construction of the Station included the relocation of the 
freight facilities of the Pennsylvania Railroad Company, the 
Chicago, Burlington & Quincy Railroad and Chicago & Alton 
Railroad Companies, the relocation and rebuilding of approach 
and Station tracks on concrete foundations; the installation 
of an interlocking signal system; the extending and widen- 
ing of twelve streets which were carried across the Station 
layout on concrete viaducts, and the widening and grading 
of Canal Street for nine city blocks. 

The cost of this work was financed through the issuance 
and sale of First Mortgage and Guaranteed Gold Bonds of 
the Chicago Union Station Company and advances made by 
the four Owning Companies. The Capital Stock of the Sta- 
tion Company was owned one-half by the Pennsylvania Rail- 
road Company and its leased line, the Pittsburgh, Cincinnati, 
Chicago & St. Louis Railroad Company, one-quarter by the 
Chicago, Burlington & Quincy Railroad Company and one- 
quarter by the Chicago, Milwaukee & St. Paul Railway 
Company. These four Companies also guaranteed the prin- 
cipal and interest of these Bonds, the rentals from the use of 
the Station, the Office Building and Mail Building being more 
than sufficient to pay the fixed charges of the Station Com- 
pany. The Chicago & Alton Railroad Company also uses 
the Station as a tenant. 


PURCHASE OF WESTERN ALLEGHENY RAILROAD 


For several years, plans had been under consideration to 
construct a 60-mile connecting link north of Pittsburgh 
between Red Bank, Pa., and a point near Enon, Pa., on the 
Fort Wayne road, to relieve the Pittsburgh terminals of part 
of the through eastbound and westbound train movements. 
As the Western Allegheny Railroad occupied a large part of 
the proposed route between those points, the Pennsylvania 
Railroad Company purchased its Capital Stock, amounting 
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at par to $1,511,100. The road was to be improved and 
ultimately used to expedite and increase the movement of 
through traffic, and thus greatly relieve the Pittsburgh 
Gateway. - 
MOTOR COMPETITION 

The Pennsylvania Railroad Company, like all other rail- 
roads, had felt for several years the serious inroads upon its 
traffic, and particularly in passenger business, arising out of 
the general use of public bus lines and motor trucks and 
private automobiles. It, therefore, deemed it wise to reduce 
or abandon service on certain of its branch lines having rather 
light traffic, and to substitute therefor a gasoline motor rail 
service, so as to fully meet the transportation requirements 
and prove more economical. It was also deemed advisable 
in other cases to substitute motors on the highways for 
ordinary rail service, and in order to be in a position to 
utilize this form of service where it could be done in the 
interest of both public convenience and economical opera- 
tion, an application was made for a charter for a Company 
through which such operations could be conducted in those 
Counties of the State of Pennsylvania reached by its rail 
lines. It was not the purpose of the Company, it was stated, 
to enter the general business of transportation by motor bus 
or truck, but to engage in such service insofar as it might be 
necessary to protect existing traffic, or to provide further con- 
venience in handling the business. 


NORTHWESTERN-SOUTHWESTERN REGIONS 
CONSOLIDATED 


On June Ist, 1925, the operation of the Company’s lines 
in the Northwestern and Southwestern Regions were con- 
solidated to form the Western Region, with headquarters 
at Chicago, IIl. 


RETIREMENT OF PRESIDENT REA 


On October 1st, 1925, Mr. Samuel Rea, who had been 
President of the Pennsylvania Railroad Company and of its 
principal affiliated Companies since January Ist, 1913, hav- 
ing, after many years of service, reached the age of 70 years, 
was retired under the Pension Regulations. Mr. Rea was the 
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first President to attain that age in active service, and as an 
indication of the esteem in which he was held by the Board 
of Directors, the following Minute was adopted at a meeting 
held on September 30th, 1925:— c 


“Fifty-four years ago Samuel Rea began his career 
as a rodman doing the bidding of the engineers con- 
structing a part of what has become one of the great 
railroad systems of the world; today he commits to 
other hands the leadership of its forces and the responsi- 
bility of shaping its destinies, which have been his for 
the past thirteen years. 

Born in the State of Pennsylvania seventy years 
ago, his career of accomplishment has been within its 
borders, and in the development of its resources and 
transportation facilities. 

To tell the story of his life and achievements, inter- 
woven as they are with the growth of the Pennsylvania 
Railroad System and the advancement of the science of 
railroad management, is the province of the biographer 
and the historian. 

It is for us to record, upon this day, our personal 
and official testimony to his skill and fidelity in the great 
trust in his keeping; his unremitting devotion to the 
interests of the great property and its owners; the ample 
justification of the confidence reposed in him, and the 
regrets inseparable from the termination of his leader- 
ship,—a leadership so executed in harmony with, and 
consideration for, his associates as to inspire and assure 
their lasting regard and affection. 

In the life of this Company, each administration 
has been confronted, from time to time, with difficult 
problems growing out of the development of the country 
and the rise and fall of the tide of National prosperity, 
but his,—exceeded in length by only two of his eight 
predecessors,—has virtually been beset by difficulties 
throughout. Beginning when the country was emer- 
ging from a period of financial depression, which had 
necessitated a policy of restricted expenditure upon the 
property, the greatest upheaval in history, fittingly 
known as the world War, shortly ensued, with its extraor- 
dinary demands upon many of the resources of this 
Country,—upon none more than transportation. 

Realizing the importance of meeting these demands, 
the railroad presidents organized a ‘War Board’ to 
provide more effective transportation service through 
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closer co-operation, and upon this Mr. Rea rendered 
signal service. 

When, by proclamation of the President of the United 
States, the operation of the railroads was assumed by the 
Federal Administration, upon him devolved the duty 
and burden of protecting the interests of the stockholders 
and securing from the Government adequate compensa- 
tion for the use of the property and for its preservation 
and maintenance. 

When Federal Control ended, he was confronted 
with the problem of re-establishing the equilibrium and 
standard of the service and of restoring its earning power 
in the face of high costs and wages on the one hand, and 
demoralized traffic arrangements and disorganized forces 
on the other. 

Lastly came the intricate and still unsolved problem 
of consolidating the railroads of the country into what 
have been termed ‘Major Systems,’ to the proper solu- 
tion of which he has given the same cautious thought 
and skillful attention which has characterized his care 
of this Company’s interests throughout his years of 
service. 

Mr. Rea has lived to a greater age than any of his 
predecessors, and today reaches the time appointed by 
the Company for relief from the cares and exactions of 
daily routine, and receives the reward of freedom. 

An eminent engineer and honored by the profession, 
an authority in the art of accounting, clear of vision and 
sound in judgment in the realm of finance, Samuel Rea 
holds a place as pre-eminent in the science of railroad 
management as in the affections not merely of those 
who have been closely associated with him, but as well 
of the army of which he has been the distinguished 
commander. 

It is the good fortune of the Company, as well as 
a source of gratification to his fellow directors, that he 
remains a member of this Board. Released from the 
exactions of the Presidency, may he enjoy many years 
of health and happiness, and may his usefulness to the 
Company long continue.” 


STATISTICAL DATA 


The following operating and traffic statistics and financial 
data will be of interest as indicating the progress made by 
the Company during President Rea’s Administration :— 
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DIRECTORS 


The following is a list of the Directors who served during 
President Rea’s Administration, together with the dates of 
their election and the end of their service:— 


Name of Director Elected 
N. Parker Shortridge....... March 24, 1874, 
William H. Barnes......... December 11, 1889, 
George Wood: esas eisai March 24, 1891, 
C. Stuart Patterson........ July 2, 1895, 
Effingham B. Morris....... December 31, 1896, 
Thomas DeWitt Cuyler . ..May 10, 1899, 
James McCrea, .6s05cc< se June 9, 1899 
Samuel dRealiz. s. <a es eee June 14, 1899, 
Lincoln: Godfrey 0.5. <a <<: April 11, 1900, 
Rudulph Ellisz; fc, see we November 11, 1903, 
Benry Cab rickoiisicclisisle <1 December 26, 1906, 
Charles E. Ingersoll........ January 23, 1907, 
Percival Roberts, Jr........ October 23, 1907, 


April 9, 1926, 
Henry Tatnall.............March 24, 1909, 


W. W. Atterbury.......... March 3, 1911, 
George DE DIXON. ics wie as September 16, 1912, 
W. Heyward Myers........ January 1, 1913, 
Joseph Wood swiacs's «cc aes April 9, 1913, 
Bayard Henryii. sc. c nes 3s January 13, 1915, 
George H. McFadden...... October 13, 1915, 
WeViilss ECUG se ataesles ss a etein« January 12, 1916, 
Clement B. Newbold....... May 22, 1918, 
Andrew W. Mellon......... February 25, 1920, 
AL County che cis ese ae March 1, 1920, 
Howard Heinz i. «sin. s was 0 eh September 22, 1920, 
Edgar -Ci-Peltefg.s..as eos March 7, 1921, 
Spencer C. Gilbert......... April 3, 1922, 
Arthur W. Thompson...... November 22, 1922, 
EY COOGHE cn gists ciate a arate nee February 13, 1924, 


Elisha Lee: vss. < civ ek ees January 28, 1925, 


End of Service 
January 3, 1915; 
May 5, 1918; 
February 17, 1926; 
November 8, 1924; 
November 2, 1922; 
March 28, 1913; 
January 12, 1916; 
September 21, 1915; 
December 2, 1919; 


ee 


August 1, 1925; 
March 1, 1920; 
March 4, 1922; 
September 17, 1926; 
October 16, 1926; 
March 30, 1926; 
January 12, 1921; 
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WILLIAM WALLACE ATTERBURY 
Tenth President—October Ist, 1925, to date. 
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WILLIAM WALLACE ATTERBURY 
TENTH PRESIDENT, 1925 TO DATE. 


ILLIAM WALLACE ATTERBURY was elected 
W. President of the Pennsylvania Railroad Company, 

effective October 1st, 1925. He was born at New 
Albany, Ind., on January 31st, 1866, and after receiving a 
liberal preparatory education, was graduated from Yale Uni- 
versity in 1886 with the degree of Bachelor of Philosophy. 
He entered the service of the Pennsylvania Railroad Com- 
pany on October 11th, 1886, as an apprentice in the Altoona 
shops. From 1889 to 1892 he served as Assistant Road 
Foreman of Engines on various Divisions of the Pennsylvania 
Railroad and Philadelphia, Wilmington & Baltimore Rail- 
road. In 1892 he was promoted to Assistant Engineer of 
Motive Power of the Pennsylvania Company’s Northwest 
System, and, in 1893, to Master Mechanic for the Pennsyl- 
vania Company at Fort Wayne, Ind. 

On October 26th, 1896, Mr. Atterbury was appointed 
Superintendent of Motive Power of the Pennsylvania Lines 
East of Pittsburgh and Erie, and on October lst, 1901, he 
was advanced to General Superintendent of Motive Power. 
He was appointed General Manager of the Pennsylvania 
Lines East of Pittsburgh and Erie on January lst, 1903; 
Fifth Vice-President, in charge of Transportation, on March 
24th, 1909, and Fourth Vice-President on March 3rd, 1911. 

On May 8th, 1912, when the practice of designating the 
Vice-Presidents numerically was discontinued, Mr. Atterbury’s 
title was changed to Vice-President in charge of Operation, 
which title he retained when the practice of dividing the 
System at Pittsburgh for operating purposes was discon- 
tinued on March Ist, 1920. On November 15th, 1924, he 
was elected Vice-President, from which position he was 
advanced to the Presidency. 

On May 17th, 1916, Mr. Atterbury was unanimously 
elected President of the American Railway Association. As 
the head of that Association, he rendered invaluable service 
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to the United States Government in connection with the 
transportation of troops and war supplies to the Mexican 
Border, as well as to the Atlantic Seaboard. 

Shortly after the United States entered the war against 
Germany, Mr. Atterbury was requested by the Secretary of 
War to go to France and assume charge, as Director General 
of Transportation of the American Expeditionary Forces, of 
the details of organization for the construction and operation 
of the United States transportation requirements there, as 
well as to harmonize them with those of our Allies in France. 

He sailed for Europe in August, 1917, and on October 5th, 
1917, was commissioned Brigadier General of the United 
States Army, which, three days later, was confirmed by the 
United States Senate. He returned to America on May 3lst, 
1919, and on the following day received his discharge from 
the Army. 

In recognition of his work with the American Expedi- 
tionary Forces, General Atterbury received the following 
decorations :— 


United States... . Distinguished Service Medal. 


France:<:.->..).. Legion of Honor, rank of Commander. 

Great Britain....Companion of the Most Honorable 
Order of the Bath. 

Belem ss secs hss Commander of the Order of the Crown. 

Serbia so. 2. so Royal Order of the White Eagle. 


IMPROVED OPERATING RESULTS—INCREASED DIVIDEND 


The first full year (1926) of President Atterbury’s Admin- 
istration was noteworthy by reason of the fact that the Com- 
pany enjoyed one of the best years in its history, the Net 
Income being equal to 13.53% on its Capital Stock. This 
gratifying result was due largely to greater operating effi- 
ciency, favorable business and financial conditions, and the 
large expenditures which have been made in rehabilitating 
the property since the period of Federal Control. The Man- 
agement, therefore, felt justified in increasing the quarterly 
dividend paid to the stockholders in November, 1926, from 
1%&% to 134%, or at the rate of 7% per annum. 
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The Annual Report for 1926 referred to the great 
improvement which had taken place in operating the prop- 
erty since the period of Federal Control, as evidenced by 
the following statement showing the Operating Ratio of 
the Pennsylvania Railroad System (which is the percentage 
of Operating Revenues used to pay Operating Expenses), 
beginning with the year 1921, the first full year of operation 
following the Federal Control and Guaranty periods:— 


DD as ae vows 87.56% bh Boadoean oe 80.16% 
ASR REED oe ag Ss 82.35% pV Eas Racer ees 78.32% 
(Ly ae en 81.77% BOZO S ssiois chorenhs 77.52% 


Based on the Operating Revenues of the System for 
the year 1926, a reduction of 1% in the Operating Ratio was 
equal to saving over $7,000,000. This, it was stated, readily 
explained the continued efforts of the Management to pro- 
duce the maximum amount of transportation with the great- 
est efficiency and economy. 


GROWTH AND MAGNITUDE OF OPERATIONS 


The first full year in which the Pennsylvania Railroad 
operated with its own completed line between Harrisburg and 
Pittsburgh was 1855, and in that year its Operating Revenues 
amounted to slightly more than $3,500,000. In 1926, the 
Operating Revenues of the System, which sprung from such 
modest beginnings, were nearly $767,000,000. The Operating 
Expenses in 1855 were approximately $1,500,000., while in 
1926, they were more than $594,000,000. Such has been the 
growth of the System in this 71-year period. 

Some idea of the magnitude of the present operations, 
and the great mass of people, the industries and communities 
which are dependent on the steady earning power of the 
System, may be gained from the fact that in 1926 it paid 
out about $390,000,000. in wages to over 200,000 persons; 
approximately $260,000,000. were spent for material and sup- 
plies and for improvement work; nearly $89,000,000. were 
paid in fixed charges and dividends, and about $40,500,000. 
in taxes. 
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LEASE OF PENNSYLVANIA, OHIO & DETROIT RAILROAD 


On April 29th, 1926, the Pennsylvania Railroad Com- 
pany leased the Pennsylvania, Ohio & Detroit Railroad, to 
which reference has been made, for 999 years from January 
1st, 1926, and agreed to guarantee the payment of all fixed 
charges and 5% dividends per annum on the Capital Stock 
of the leased Company. 


OFFICE BUILDING COMPLETED 


The new office building of fireproof construction at West 
Philadelphia, the necessity for which has been previously 
explained, was practically completed at the close of 1926. 
Early in 1927 it was occupied by forces theretofore located 
in various parts of the City, which, in addition to effecting 
increased efficiency and economy in carrying on the work 
through the concentration of forces, will result in a large 
saving in rentals. 


NEW EQUIPMENT 


The Company continued its policy of adding to its 
equipment, and in the year 1926, the principal units placed 
in service were as follows:— 


2,000 automobile box cars (100,000 pounds capacity), 
500 box cars (100,000 pounds capacity), 
61 steel cabin cars, 
200 mountain type freight or passenger locomotives, 
58 shifting locomotives, 
13 electric locomotives, 
100 13,000-gallon capacity freight service tenders, 
176 steam service passenger cars, 
28 electric service coaches, 
34 dining cars, ) 
319 combined baggage-express cars, 
10 combined baggage-mail cars, 
5 combined passenger-baggage cars, 
6 combined passenger-baggage-mail cars, 
5 tug boats, 
2 covered barges, 
8 car floats. 
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SALE OF EQUIPMENT TRUST CERTIFICATES 


To pay, in part, for the cost of this equipment, the Com- 
pany issued and sold in May, 1926, $17,030,000. General 
Equipment 44%4% Trust Certificates, Series ‘‘D,’’ which were 
dated May 15th, 1926, and matured at the rate of $1,310,000. 
annually, starting May 15th, 1929, and ending May 15th, 
1941. 

As the Company made such notable progress in rehabili- 
tating and adding to the tractive power and capacity of its 
equipment beginning with the year 1919, it may be of inter- 
est to briefly summarize in statement form the cost of same, 
the amount of Equipment Trust Certificates issued against 
it, and the equipment covered, viz:— 
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The foregoing does not represent the cost of all equip- 
ment acquired in the period 1919-1926, because additional 
equipment, valued at many millions of dollars, was pur- 
chased or built at the Altoona Works of the Company, 
for which no Equipment Trust Certificates were issued. 


CHANGES IN SECURITIES OWNED 


The Annual Report for 1926 stated that the Pennsyl- 
vania Railroad Company had purchased additional shares of 
Common and Preferred Stocks of the Norfolk & Western 
Railway Company, and as a result it was then the owner of 
$56,823,200., par value, of Common and $12,098,000., par 
value, of Preferred Stocks of the Norfolk & Western Rail- 
way Company. The balance of the Company’s holdings of 
stock of the Southern Pacific Company were also sold in 
1926. It will be recalled that this stock had been received 
in 1913 in exchange for the Pennsylvania Railroad Company’s 
holdings of Baltimore & Ohio Railroad Company Common 
and Preferred Stocks. 


PROGRESS ON LITTLE CREEK EXTENSION 


The New York, Philadelphia & Norfolk Railroad, one 
of the Company’s leased roads, began the construction of its 
Little Creek Extension in 1926. The purpose was to expand 
the terminal facilities in and near Norfolk, Va., and expedite 
the movement of traffic between Cape Charles and Norfolk 
by reducing the water haul from 36 miles to 24 miles, thus 
providing more dependable freight service between a large 
and important producing and consuming area in the South 
and Southeast and the leading northern centers of population 
and industry. 


NEW LONG ISLAND CITY EXPRESS TERMINAL 


The Pennsylvania Tunnel & Terminal Railroad, which 
furnishes the entrance of the Pennsylvania Railroad System 
into and through New York City, completed and placed in 
service in December, 1926, a new express building in Long 
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Island City, which was the largest plant of its kind in the 
Country, and was operated by the American Railway Express 
Company under lease. It contained all modern devices for 
the handling of express traffic, covered approximately 750,000 
square feet of ground, and permitted the loading or unload- 
ing of nearly 300 vehicles at one time. Upon the completion 
of this improvement the handling of express traffic was trans- 
ferred from Pennsylvania Station, New York City, which 
released track and platform space in that Station for passen- 
ger traffic, and at Pier ‘‘D,”’ Jersey City, N. J., for commercial 
purposes. 


CANTON-BAYARD LINE COMPLETED 


A new double track low grade line, approximately 15 miles 
in length, between Canton and Bayard on the Pittsburgh, 
Ft. Wayne & Chicago Railway, which was leased to the Penn- 
sylvania Railroad Company, was completed and placed in 
operation in 1926. This furnished a cut-off between Canton, 
O., and Rochester, Pa., with grades in both directions of 
0.3% except for one helper grade, compared with maximum 
ruling grades of 1% on the route formerly used. The pur- 
pose in building it was to expedite the movement of the 
through eastbound and westbound traffic; permit the opera- 
tion of a greater number of train units; increase the tonnage 
per train, and produce other operating economies. 


MOTOR SERVICE 


As the application for a charter to operate a motor 
service in the various Counties of Pennsylvania served by 
the Company’s rail lines was denied, the Management stated 
that the matter would continue to receive careful considera- 
tion and proper steps would be taken to protect the interests 
of the Company. It was recognized that the private motor 
car, the motor bus and motor truck furnished a very flexible 
instrument of transportation, being especially adapted to 
light loads and short distance, and to service demanding 
prompt changes to meet the varying conditions and character 
of traffic. It was for that reason that the Company had 
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co-operated with various concerns specializing in this form 
of transportation, and had made an application for the 
charter. 

RELATIONS WITH EMPLOYES 


In referring to the Company’s relations with its employes, 
it was stated in the Annual Report for 1926 that the Employes’ 
Representation Plan continued to function successfully, and 
had contributed to the satisfactory operating results obtained 
during that year. The essential aim of this plan, as previ- 
ously explained, was to promote the welfare of the employes, 
to assure them adequate representation in discussing with 
the Management questions of wages and working conditions, 
and eventually to develop relations of such confidence that 
the Management might be able to mobilize effectively the 
results, not merely of the effort but of the observation, experi- 
ence and wisdom of all employes in the improvement of every 
phase of the Company’s operation. It was, therefore, grati- 
fying to the Management that recognition had been given to 
the desirability of just such methods of handling labor ques- 
tions through the passage by Congress of the Watson-Parker 
Bill, and its approval by the President on May 20th, 1926. 


WATSON-PARKER BILL 


The Watson-Parker Bill repealed existing railroad labor 
legislation, as expressed in the Transportation Act, and sub- 
stituted for it a method of dealing with labor questions which 
held promise of far more satisfactory results than anything 
which had yet been realized. It provided for the creation on 
each railroad, or groups of railroads, of Boards of Adjustment 
similar to the joint reviewing committees on the Pennsyl- 
vania Railroad. If these local Adjustment Boards were unable 
to settle differences, the services could be invoked of a perma- 
nent Mediation Board, consisting of five commissioners ap- 
pointed by the President of the United States. This Board 
would seek to settle the dispute through the exercise of its 
good offices or effect an agreement to arbitrate the contro- 
versy. The decision of such arbitrators would be final, would 
be filed with the United States District Court, and, unless suc- 
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cessfully impeached, would become a judgment of the Court. 
It was also provided, in the event that the local Boards of 
Adjustment failed to agree, that mediation and conciliation 
also prove unavailing, that arbitration was unacceptable to 
both parties and that, as a consequence, a substantial inter- 
ruption to interstate commerce was threatened, the President 
of the United States had the right to create a Board to investi- 
gate and report to the public within thirty days the facts 
respecting the dispute. During the Board’s investigation 
and for thirty days after the filing of its report, no change 
could be made, unless by agreement of the parties to the 
controversy, in the conditions out of which the dispute arose. 

This Bill, it was stated, had been presented to Congress 
with the approval of an overwhelming number of the prin- 
cipal railroad executives of the Country, and with the approval 
of the representatives of the employes. It had been well de- 
scribed as providing ‘‘ machinery for the arrangement of peace; 
not a manual of war.’”’ The whole purpose of the legislation 
was to encourage and provide for the settlement of disputes 
by mutual consent and in the interest of all parties. Above 
all things the Bill represented expressed recognition on the 
part of both railroad Management and railroad employes 
that uninterrupted transportation was of paramount impor- 
tance to the public, and that both Management and employes 
had a primary duty to compose their differences fairly, with- 
out inconvenience to, or undue burden on, the public. 


PUBLIC INTEREST PROTECTED 


The public interest was thoroughly protected in the 
. Bill, for in the event of any dispute going to arbitration, the 
arbitrators may be regarded as representing the public, and, 
in case arbitration should be declined, the report of the fact- 
finding commission appointed by the President would bring 
the full force of public opinion to bear in the direction of 
settling the dispute on its real merits. It took away from 
the Interstate Commerce Commission none of its power to 
review proposals for increased freight rates or to take any 
other measures for the protection of the public interest against 
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burdensome charges or conditions of any kind. The Bill, 
in brief, protected the public interest in every practicable way. 


EMPLOYE REPRESENTATION PLAN NOT AFFECTED 


The enactment of this legislation, it was pointed out, 
required no modification of the Employe Representation Plan 
of the Pennsylvania Railroad Company, because the intent 
of the Watson-Parker Bill was that disputed questions should, 
as far as possible, be settled in conference in a spirit of mutual 
understanding between representatives designated respec- 
tively by the carriers and the employes, which was the basis 
of the Pennsylvania Railroad Employe Representation Plan. 
Therefore, the Management of the Company had joined with 
its own employes and with the Managements and the repre- 
sentatives of employes of other railroads in urging its enact- 
ment. 

RELIEF DEPARTMENT 

At the close of 1926, the Pennsylvania Railroad Em- 
ployes’ Relief Department had a membership of 199,406 
officers and employes, and $5,189,000. were distributed to 
the members in payment of death, sickness, accident and 
disablement benefits, and for superannuation allowances in 
the year 1926. The Relief Fund since its organization in 
1886, has disbursed in benefits over $89,700,000., which were 
provided through contributions from the officers and employes 
and income from assets in the Fund, while over $16,000,000. 
have been contributed by the Company to meet the Operat- 
ing Expenses in carrying on this work. 


PENSION DEPARTMENT 


The Pension Department, established in 1900, was at 
the close of 1926, paying pensions to 8,561 officers and 
employes retired from active service, of whom 32 had reached 
the age of ninety years or more, while the average age of the 
pensioners was 72 years and 7 months. Over $46,300,000. 
have been disbursed in pensions since 1900, in addition to 
the Operating Expenses of the Department, all of which were 
paid by the various Companies in the System. 
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OTHER CO-OPERATIVE ASSOCIATIONS 


There are other co-operative associations maintained by 
the officers and employes for which the Company assumes 
no responsibility, one of which, the Employes’ Provident & 
Loan Association, had on December 31st, 1926, a membership 
of 79,248. Of this number, 67,674 had saving fund accounts 
with total deposits of $7,263,078. Officers and employes 
numbering 14,315 had purchased 69,681 shares of Pennsyl- 
vania Railroad Company Stock as well as other securities 
of companies in the System, and 1,394 had purchased addi- 
tional pension allowances to supplement those paid by the 
Company. A great many members of the Association also 
availed themselves of the privilege of purchasing their 
homes through building loans made to them, aggregating 
$3,269,069., and emergency loans in the sum of $453,080. 
had been granted. Another organization maintained solely 
by the officers and employes is the Mutual Beneficial Asso- 
ciation, which has a membership of over 18,000 and, in 
addition to paying death and disability benefits, has been 
the means of purchasing over 27,000 shares of Pennsylvania 
Railroad Company Stock for officers and employes. Over 
$10,000,000. of insurance is carried in this Association for 
the benefit of its members and their families, and since its 
organization death and disability benefits to members and 
their beneficiaries amounting to $380,000. have been paid. 


TENTATIVE VALUATION OF PENNSYLVANIA RAILROAD 
SYSTEM 

In December, 1926, the Interstate Commerce Commis- 
sion served its tentative valuation of the property of the 
Pennsylvania Railroad Company and its leased lines as of 
June 30th, 1918, which was required under the Valuation 
Act of Congress passed in March, 1913. The Company had 
co-operated in this extensive work which cost the Pennsyl- 
vania Railroad System $5,426,774. to December 31st, 1926. 

The respective dates of valuation of the Companies in 
the System were as of June 30th in the various years between 
1915 and 1918, but the Commission uniformly used prices in 
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the inventories which it considered as representing condi- 
tions as of June 30th, 1914, and valued the lands as of the 
respective dates of valuation. The findings of the Com- 
mission did not, of course, reflect what the properties were 
worth at the end of 1926, because at least $500,000,000. had 
been expended for additions thereto and improvements 
thereof since the valuations were made. 

The total assets so found for the entire 80 Companies 
comprising the Pennsylvania Railroad System were as fol- 
lows :-— 


The total of the Commission’s cost of reproduction new 


GES ree oe ian Sh eters oh Sane be bee Gates wd adie viele $1,790,460,568.00 
RESETS SEES NOR 5 ake ey chore BONS Ee ce ois oe vb © Elawienie 425,635,077.00 
But in addition the Companies had: 

REACTION SUP PIES 255 5 Sac coon ieiele bs ore Sais aule ens 69,664,112.64 

Working Capital (including special deposits)........ 44,747,259.80 

Securities of corporations not operated as a portion of 

Saeyafert> WIC COS. ts sea sede es kae's 157,628,474.47 
Wanesrio et TOCA Gl ose s oes s eas pis te dee Setnees $2,488,135,491.91 


Against the foregoing figures of the System must be 
placed the total par value of Stock, Bonds and other securi- 
ties of the 80 Companies outstanding on the dates at which 
the respective valuations were made, which amounted to 
$1,793,240,093. Of this total, $471,275,607. were owned by 
Companies comprising the Pennsylvania Railroad System, 
either directly or through sinking funds, insurance or trust 
funds, leaving capital issues in the hands of the public of 
$1,321,964,486. as against total assets of $2,488,135,491. As 
several legal questions and some differences as to facts were 
involved in the making of these valuations, protests had 
been filed, and the various Companies in the System were 
to be given an opportunity to present their arguments before 
the Interstate Commerce Commission. 


FOREIGN PASSENGER AND FREIGHT AGENCIES 


Arrangements were made in 1926 to give the Company’s 
passenger service world-wide representation by the appoint- 
ment of Thomas Cook & Son, a well-known and experienced 
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travel organization, as General Foreign Passenger Agents. 
This arrangement, it was stated, would benefit not only 
foreign travelers coming to this Country, but also American 
tourists going abroad. This firm was to represent the Penn- 
sylvania Railroad Company in Europe, Australia, New Zea- 
land, Tasmania, India, Burma, Ceylon, the Straits Settle- 
ments, Palestine, Syria, Mesopotamia, Egypt, the Sudan, 
Algeria, Tunisia, China, Japan, South Africa and the Belgian 
Congo. Their individual offices were to perform all the func- 
tions of a Pennsylvania Railroad passenger agency, advising 
travelers about the Company’s passenger facilities and points 
of interest on its lines, and arranging accommodations, reser- 
vations and tickets for travel to points on or reached via 
its railroad. 

Arrangements were also completed for the establishment 
of freight agencies in the principal cities and ports of Europe 
to facilitate and expedite the through movement of freight 
from abroad to points reached by the Pennsylvania Railroad 
System, and also to aid in the handling of export business. 


STATISTICAL DATA—ALTOONA WORKS 


As this recital of the growth and development of the 
Company closes with the first full year of President Atter- 
bury’s Administration, the operating and traffic statistics 
and financial data for 1926 will be found in the concluding 
chapter and in the addenda,’which expresses in facts and 
figures the accumulated growth of the Company since its 
incorporation over 80 years ago. Furthermore, this work 
would not be complete without reference to the great Altoona 
Works of the Company, and a brief description of this im- 
portant producing unit in the System will be found on sub- 
sequent pages. 


DIRECTORS 
The following is a list of the Directors who have so far 
served as Directors during the Administration of President 
Atterbury :— 
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Name of Director Elected End of Service 
George Wood................March 24, 1891, February 17, 1926; 
Effingham B. Morris......... Eiasermisegat Leo, veka a tasec se ceen 
PaAIeL PROG oe Aon Snslcom Sas an I pete’ coy GSA 22! ie seas Rela en eet SU Oe oe a a 
Charles E. Ingersoll.......... AGUNIAE SG ASP UOUIIE Be 8. x Sias ces hed ¢sunie Das 
WLW. Atterbury.0 50.00.0046). DENN See ee Pe ce piclercrate are 
(2 cree Bs ts a ee ee January 13, 1915, September 17, 1926; 
{xeo. H. McFadden.......... October 13, 1915, October 16, 1926; 
Mews Ras RHO oct cb dence «ses Banaras LODO. Ue. 32 aeen bec ees 
Clement B. Newbold......... May 22, 1918, March 30, 1926; 
Jd By ST 5 a eae eee AIC ORO, ed uicidince Deardoes wee 
PPM FICHE. oo ota oo caw es MEDLCRIDED Shc LODO, oo dca vis es slot ele pare 
PE CERES, a cciin wisn Wit o% BY tera gti hes SF eh See ee ee ee 3 
Arthur W. Thompson........ Movember 2251022. ov edor yin ae nea 
3 En ne Eee Sema PeDMUAT yess TILT. ins fae oe REE 
EE, oR as + ows as. 92 FAQBETY 28,1925, Oo Poe oles aia pia.c beens 
ae UG SMNTEEN Se ioe oe oc wo. wee AVACET TY AD AOD Sn ovo cal sxe lone aeletersis 
WiC. Kennedy. .2..o0s .. 5) 5 Se EE rn en ete ee 
IPR AIAG. ons x,2 «cle alae o Marcie 1026. | 0 WS AS. Soe cae detooe 
Percival Roberts, Jr.......... October 23, 1907, April 14, 1920; 

ate, dit Ms, FE Pee erie ee see. 
Sole TL Aorrance«.. os os Seo KSEE SS, 110 Dis sk Pe eo Poi c cause Soe gies 
Richard B, Mellon........... Perera er LOSE, Bi be o Bice aldose bur «lece.eus 


It will be noted from the foregoing that the present 
Directors of the Company, listed in accordance with their 
seniority of service as Directors, are as follows:— 


Effingham B. Morris, Jay Cooke, 

Samuel Rea, Elisha Lee, 

Charles E. Ingersoll, M. C. Kennedy, 

W. W. Atterbury, J. L. Eysmans, 

Levi L. Rue, Charles Day, 

A. J. County, *Percival Roberts, Jr., 
Howard Heinz, John T. Dorrance, 
Edgar C. Felton, Richard B. Mellon. 


Arthur W. Thompson, 


* Also served as Director from October 23rd, 1907, to April 14th, 1920. 
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ALTOONA WORKS 


The Company has located in the City of Altoona, Pa., 
the most extensive group of railroad shops in the World, 
which are the result of over 76 years of development. Little 
was it realized that a new City was to be born when the con- 
struction of the Pennsylvania Railroad was approaching the 
eastern base of the Allegheny Mountains, but from a modest 
beginning it has grown to be one of the greatest railroad centers 
in the Country. The prosperity and adversity of the Penn- 
sylvania Railroad System mirrors itself in the life and activi- 
ties of Altoona perhaps more than in any other City on its 
Lines. As early as 1849 (when the present City of Altoona 
was occupied by a few farms), the site was selected and plans 
made for the erection of an enginehouse, a machine shop 
and an erecting shop. Work was begun on these buildings 
in the early part of 1850, and as the System grew so did the 
Altoona Works until at the present time there are, for operat- 
ing purposes, four separate and distinct units. They com- 
prise the following shops, the description of which was fur- 
nished by the Motive Power Department of the Company, 
viz :— 

Altoona Machine Shops, 
Altoona Car Shops, 


Juniata Shops, 
South Altoona Foundries. 


Each of the four large units is complete in itself and is 
handled by an operating organization reporting to the Works 
Manager. 


ALTOONA MACHINE SHOPS 


The Altoona Machine Shops had their origin in several 
small buildings erected in 1850, of which practically nothing 
remains today. These shops now comprise the following 
buildings :— 
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Hammer Shop, Tank and Automatic Shop, 
Brass Foundry, Frame Shop, 

Miscellaneous Department, Wheel Shop, 

Smith Shop, Boiler Shop, 

Spring Shop, 3 Erecting Shops, 

Flue Shop, Machine and Air Brake Shop, 
Cab and Pilot Shop, Bolt Shop. 


These shops are used in the repairing of locomotives, | 
the manufacture of standard locomotive repair parts, and 
the production of non-ferrous castings, which are supplied 
to the entire System. The plant employs 5,500 men, who, 
with the exception of the brass foundry force, are engaged 
in locomotive work. The normal output is 4 locomotives 
given heavy repairs per day. The first locomotive built 
at Altoona Machine Shops was in 1866 for passenger service, 
it weighing with tender 137,700 pounds, which is about 
equal to the weight on two pairs of driving wheels of the 
present standard passenger locomotives. 


a 
ALTOONA CAR SHOPS 


The Altoona Car Shops were the first to separate from 
the original installation at Twelfth Street, they having 
been built in 1869. From a small beginning the plant has 
expanded until it covers a space of 82.46 acres, stretching, 
with material yards, over a length of about one mile, normally 
employing 3,000 men. It consists of the following units :— 


Passenger Car Paint Shop, Machine Shop, 
Freight Car Paint Shop, Smith Shop, 
Planing Mill and Cabinet 2 Passenger Shops, 
Shop, Truck Shop, 
Trimming Shop, Steel Car Shop, 
Bolt Shop, Sheet Metal Shop. 


A portion of the Company’s passenger and freight car 
equipment is built here and it was at this plant that the 
steel car industry had its origin. The first all-steel passenger 
car was completed in these shops on June 11th, 1906; the 
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first all-steel baggage car on November 27th, 1906, and the 
first all-steel postal car on February 4th, 1907. Heavy repairs 
are also made to both passenger and freight cars, the latter 
being practically rebuilt. 

The Steel Shop is an important feature of this plant. 
It is occupied with heavy repair work and the manufacturing 
of standard repair parts, employing presses up to 2,200 tons 
- capacity, multiple punches, spacing tables and other neces- 
sary tools, to insure the interchangeability of parts and 
maintenance of standards. 

Heavy repairs to open top steel cars are about to be 
discontinued at this shop and the space devoted to the prepa- 
ration of standard car parts. A lateral extension of the 
shop is about completed, in which will be located all loco- 
motive tender construction and repair work for Altoona 
Machine and Juniata Shops. 

The original Car Shop building, erected as a freight car 
construction and repair shop, is now used as a Finishing Shop 
for locomotives repaired at the Altoona Machine and Juniata 
Shops. The building, is equipped as a modern enginehouse 
where locomotives are given their finishing touches, are pre- 
pared for the road and receive necessary attention during 
the trial period. This department, while located on Car 
Shop territory, is operated under the direct supervision of 
the Works Manager. 

The normal output from these Shops is ten open freight 
cars repaired per day; three passenger cars given heavy and 
five light repairs per day. 


JUNIATA SHOPS 


The growing business of the Company and crowding at 
Altoona Machine Shops led to the construction, in 1889, of 
the Juniata Shops. They comprise the following buildings:— 


2 Smith Shops, Tank Shop, 
Boiler Shop, Erecting and Machine Shop, 
2 Machine Shops, 2 Welfare Buildings. 


Storehouse and Office, 
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Originally constructed to build new locomotives, this 
plant is now devoted in the main to repair work with a 
limited amount of new construction, normally employing 
4,200 men. 

The rated output of these Shops is four locomotives 
receiving heavy classified repairs per day’and the building 
of twelve new heavy type locomotives a month. Some of 
the largest and most powerful locomotives in the world, both 
steam and electric, are built at the Juniata Shops. 


SOUTH ALTOONA FOUNDRIES 


In 1903 the need of more space in Altoona Machine 
Shops rendered further expansion necessary and the plant 
known as the South Altoona Foundries, located two miles 
south of the City and employing 700 men, was erected in 
1904. It is made up of the following units:— 

2 Foundries, Machine Shop, 


Power Plant, Pattern Shop and Storage. 
Oil Mixing Plant, 


The Wheel Foundry was designed to make all cast iron 
wheels required for the System and had a capacity of 1,000 
wheels per day. Shrinkage in the number of cast iron wheels 
required, owing to increased use of steel wheels, has made it 
possible to utilize this foundry to a large extent for gray 
iron castings. 

TEST DEPARTMENT 

The Test Department, while located in Altoona Works 
territory, is a distinct organization, devoted to physical and 
chemical tests of materials and apparatus purchased and 
also to research work. It is housed in four buildings at the 
West end of Altoona Machine Shop Yard—the Physical and 
Chemical Laboratory, the Locomotive Test Plant, the Manu- 
facturing Laboratory and the Brake Shoe Test Building. 
These departments are concerned chiefly with research work 
required for the preparation of specifications, with tests 
necessary for the maintenance of standards and safe-guarding 
the health of employes and public, and with the testing of 
locomotives, both steam and electric. 
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SUMMARY 


The entire Shop Yards occupy an area of 217.82 acres 
and the shops contain 38.96 acres of floor space; 122 buildings 
are occupied; 4,391 machine tools are used; 94 overhead 
traveling cranes, ranging in capacity from 2 tons to 250 tons, 
and numerous power jib cranes, are required for the handling 

-of material and equipment. 

Eleven reservoirs with a total storage capacity of 
802,895,000 gallons supply pure water for drinking and 
industrial purposes to the Works and local enginehouses 
through 54 miles of main distributing pipes. Daily water 
consumption is approximately 10,000,000 gallons. 

The seven boiler plants have a total capacity of 32,000 
horse power. These supply steam for air compressors of 
30,670 cubic feet per minute, electric generators of 12,975 
K.W. and hydraulic pumps of 1,416 gallons per minute. 

The approximate number of men employed under normal 
conditions, including supervisory forces, is 14,800, requiring a 
monthly pay roll of approximately $1,800,000. 
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CONCLUSION 


T may be of interest to summarize some of the outstanding 
I facts and figures connected with the growth of the Com- 
pany during the last eighty years. In this period, the 
Country passed through cycles of prosperity and depression, 
financial panics, labor disturbances, destructive wars, hostile 
railroad regulation and finally Governmental operation of 
the railroads. A number of the large roads, particularly in 
the South and West, sought refuge in Courts of Bankruptcy 
in the panics of 1873 and 1893, but the Pennsylvania Railroad 
Company weathered the storms, paid cash dividends in both 
years, and its proud record is that it has never in all its 
history failed to meet a financial obligation when due. 


PHYSICAL GROWTH 


From a Company chartered to build a railroad from 
Harrisburg to Pittsburgh with a branch to the Great Lakes 
at Erie, a distance of about 372 miles, all located within 
the confines of the State of Pennsylvania, and with an author- 
ized Capital Stock of $7,500,000., it has grown into a System 
with a Property Investment on December 31st, 1926, of over 
$2,375,000,000. It operates over 11,640 miles of first main 
track and 28,040 miles of all tracks, which extend through 
the States of Pennsylvania, New Jersey, New York, Ohio, 
Indiana, Illinois, Missouri, Michigan, Kentucky, West Vir- 
ginia, Virginia, Maryland, Delaware and the District of 
Columbia. The System directly reaches most of the impor- 
tant cities between the Mississippi River and the Atlantic 
Seaboard and those between the Potomac and Ohio Rivers 
and the Great Lakes, in which reside about one-half of the 
Country’s population. Its lines traverse a highly developed 
territory, rich in natural resources, and with great industrial 
activity and heavy traffic density. This has made it neces- 
sary, in order to keep abreast of traffic growth, to make large 
expenditures for the intensive development of the System, 
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such as additional running tracks, larger terminals, yards 
and shops, more powerful locomotives, etc. It is a note- 
worthy fact that the greater part of the expenditures in the 
last fifty years have been for internal improvements, be- 
cause with few exceptions the System has not been extended 
to any important points which were not embraced within the 
territory it served at the close of President John Edgar 
Thomson’s Administration in 1874. This is a great tribute 
to the vision and courage of the Management, who so early 
in the history of American railroads planned and established 
the Pennsylvania Railroad System in a territory in which 
there has subsequently been such tremendous industrial ex- 
pansion and growth of population. 


CORPORATE STATUS 


The Pennsylvania Railroad System originally consisted 
of over 600 constituent railroad, bridge, ferry, water supply, 
real estate, warehouse and electric railway companies, but 
through consolidations and acquisitions, the number has been 
reduced to 63 active transportation companies. It also has 
a stock ownership in 95 additional active and inactive com- 
panies, some of which, however, are jointly owned and used 
with other railroad systems, making a total of 158 companies 
embraced in the System. A great deal more could have been 
accomplished in further reducing this total had the consoli- 
dation provisions of the Transportation Act permitted, and 
if the law is modified in a broad way, there is no doubt that 
much greater progress will be made. The Pennsylvania Rail- 
road Company since its incorporation, and as the parent of 
many of these companies, has remained solely a corporation 
of the State of Pennsylvania, but through lease or stock 
ownership it has been able to extend its operations into other 
States. 

FINANCIAL 


The great physical growth of the System has placed it 
at the head of all American railroads, with a gross invest- 
ment in Road and Equipment at the end of 1926, of over 
$2,375,000,000., which with the ownership of securities of 
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other railroads not in its System, amounting to $192,000,000., 
results in a total investment of over $2,500,000,000. This 
huge asset was represented by outstanding securities on 
December 31st, 1926, amounting at par to $2,109,533,891., 
of which $1,098,900,910., or 52.09% was in Capital Stock, 
and $1,010,632,981., or 47.91% in Funded Debt. However, 
various Companies within the System own over $577,000,000., 
par value, of these securities, leaving only slightly more than 
$1,500,000,000. held by the public, divided between Capital 
Stock and Funded Debt as follows:— 


Total Capital Stock held by public 


ee $595,656,195. 38.87% 

Total Funded Debt held by public 
So a ee al ee aioe 936,674,101. 61.13% 
Ay 22 wet are cea pte eae $1,532,330,296. 100.00% 


It will be noted from the foregoing that at the close 
of 1926 the securities of the System owned by the public 
were divided 38.87% in Capital Stock and 61.13% in Funded 
Debt. In 1916 the ratios were about even, but due to the 
uncertain conditions existing during these 10 years, which 
covered the War and Federal Control periods, the parent 
Company could not continue its policy of selling additional 
Stock at par to its stockholders. The Management has, 
therefore, had to resort to sales of Bonds and Equipment Trust 
Obligations to meet its financial requirements, but it has been 
most conservative in thus adding to its Funded Debt. This 
is illustrated by the fact that the average expenditures for 
Road and Equipment purposes of the System has been nearly 
$58,000,000. per annum in the period 1916 to 1926, and 
investments in securities of other railroads also increased on 
an average of over $2,000,000. per annum, making a total 
increased investment annually of approximately $60,000,000. 
In this same period, there has been an average annual in- 
crease of about $30,000,000. in Funded Debt held by the 
public, and an average decrease in the Capital Stock so 
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held, amounting to over $3,000,000. per annum (due largely 
to exchange of Bonds for Stock), so that the average net 
increase of capital liabilities in the hands of the public was 
only $27,000,000. per annum in the ten-year period from 
December 31st, 1916, to the close of 1926. This compares 
with an average annual increase of $60,000,000. in the 
investment in physical property and securities of corpora- 
tions not in the System. The point of the comparison is 
that the capital liabilities of the System held by the public 
have increased less than fifty cents for every dollar of in- 
creased investment during this ten-year period. 

The large excess of capital assets over capital liabilities 
is due largely to the policy established by the Management 
shortly after the road was opened, and since continued, of 
utilizing a large portion of its surplus earnings and income for 
additions and betterments to the property rather than to issue 
securities therefor. This has been of great assistance to the 
Company in carrying it through business depressions, and 
particularly during the period of hostile railroad regulation 
and for several years following the return of the railroads to 
their owners in 1920. 


STOCKHOLDERS 


The stockholders have shared in the prosperity of the 
Company, having received a cash dividend in every calendar 
year beginning with 1856, and prior to that time (1847 to 
1855, inclusive) interest was paid at the rate of 6% per annum 
on paid-in installments on Capital Stock subscriptions. In 
addition, a number of Stock and Scrip dividends were paid 
representing a part of the expenditures made on the property 
out of surplus income. The average cash dividends paid 
have been slightly in excess of 6% per annum over this long 
period, and if the Stock and Scrip dividends were included 
the average return paid to the stockholders would be about 
744% per annum. Cash dividends paid have ranged from as 
high as 10% in the 60’s and early 70’s to 2% in 1878 (follow- 
ing the Pittsburgh Riots of 1877), and they are now being 
paid at the rate of 7% per annum. 
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As indicating how highly the Stock of the Pennsylvania 
Railroad Company is regarded by investors, the books of 
the Company show that at the end of 1926, there were » 
141,202 registered stockholders residing in every State in the 
Union and nearly all foreign Countries, of whom 49.85% 
were women, whose holdings amounted to 32.93% of the 
entire amount of Stock outstanding. A majority of the 
stockholders (55.53%) are residents of the State of Pennsyl- 
vania, where 51.43% of the outstanding Stock is held, and a 
large part of the balance is owned in the territory served by 
the Company’s lines. The ownership of the Stock is so widely 
held by citizens in all walks of life, as well as their financial, 
insurance, educational, religious and charitable institutions, 
that a great responsibility is imposed on the Management 
to so shape the policies of the Company as to protect these 
interests, as well as those of the public and employes. 


EMPLOYES 


The Management has always been mindful of the inter- 
ests of its employes, and it has not only paid fair wages, but 
has been a leader in seeking to improve their working condi- 
tions and providing agencies to serve as a practical means 
of relief in times of sickness, accident, old age and death. 
In line with this policy the Company established more than 
forty years ago a Relief Fund and later a Pension Depart- 
ment. 

There are other co-operative associations maintained by 
the officers and employes for which the Company assumes 
no responsibility, the two largest of which are the Employes. 
Provident & Loan Association and the Mutual Beneficial 
Association, and their activities have already been men- 
tioned. All of these organizations serve to promote the esprit 
de corps of the service, and in order to establish even a closer 
relationship between the Management and its employes, the 
Company was the pioneer among railroads in adopting the 
so-called Employes’ Representation Plan. The details of this 
plan have already been referred to in this review, but the 
experience since it was established has more than justified 
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the belief of the Management that when a spirit of mutual 
understanding is reached in reviewing disputed labor ques- 
tions, the representatives of the employes and the Manage- 
ment, each having equal power, can be expected to deal 
fairly with each other. This is the aim of the plan and it is 
becoming increasingly evident that it is a sound and com- 
mon sense method of insuring industrial peace. 


THE MANAGEMENT 


One basic factor closely interwoven with the growth and 
prosperity of the Company, upon which comment is rarely 
made, is that it has had an experienced and progressive Board 
of Directors, composed of stockholders, whose advice and 
counsel have been of inestimable value in directing the affairs 
of the Company. The Directors, other than the officers who 
serve on the Board, have not as a rule been trained railroad 
men, but leaders of great ability and prominence in other 
fields of business activity, and possessing the confidence of 
the stockholders and the public. The President and four 
Vice-Presidents, who are Directors, have risen from the ranks, 
are experienced railroad men, and have an intimate knowledge 
of the property. The framework of the Organization was laid 
over 75 years ago by President John Edgar Thomson, but it 
has been enlarged from time to time to meet the growth of 
the Company and the changing conditions. However, the 
policy then adopted of selecting for higher positions men who 
had been trained on the railroad, and who had won promo- 
tion through hard work and conspicuous service, has been 
continued. It is the knowledge of this traditional policy 
which has inspired many employes to strive for official recog- 
nition. 


MODERN PRACTICES 


The adoption of modern practices is a necessary part of 
the growth of any large corporation, and the Pennsylvania 
Railroad System has been a leader in this respect, particu- 
larly in the field of electrification and motive power develop- 
ments. As early as 1901, when there had been little experi- 
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ence in this Country with the construction and operation of 
standard sized railroad subaqueous tunnels to accommodate 
heavy and high speed passenger traffic, it embarked on its New 
York Tunnel Extension with electrified motive power to haul 
the trains. The extension of the Orleans Railway in Paris 
and its electrification proved that trunk line electric opera- 
tion was feasible. This work was examined and seemed to 
offer the solution of the problem to extend the Pennsylvania 
Railroad System directly into and through New York by 
tunnels. A careful study and investigation were, therefore, 
made which developed that it was entirely practicable, so 
the work was begun and completed, and it has since been 
regarded as an outstanding engineering achievement. In 1902 
it began the work of electrifying the Long Island Railroad; 
over twenty years ago the electrification of one of the Com- 
pany’s routes between Camden and Atlantic City, N. J., was 
completed; a number of its suburban lines radiating from 
Philadelphia have also been electrified for some years, and 
plans are now under way to electrify all of its local lines 
running from Philadelphia. Studies have also been made of 
other electrification projects, notably the crossing of the Alle- 
gheny Mountains between Altoona and Conemaugh, a dis- 
tance of about 35 miles. 

Similarly, it has kept pace with motive power develop- 
ments, the tractive effort of its locomotives having increased 
from less than 10,000 pounds in the 50’s to 90,000 pounds 
for the large freight locomotives. It has built at its Altoona 
Works a number of large electric locomotives for passenger 
and freight service and a smaller type for shifting purposes, 
and it has also under construction several Diesel-Electric 
shifting locomotives, so that as the lines in the System are 
electrified, there will be available for service electric locomo- 
tives of proven efficiency and adaptability. It was the first 
steam railroad to adopt the all-steel type of passenger car for 
its service, and was among the pioneers in the use of the all- 
steel freight car. More than 4,300 miles of its main track 
are laid with 130-pound steel rail, and it has in its service 
the latest type of signal devices. Its shop machinery and 
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tools are of the most modern type, and experiments and tests 
are continually being made to develop the most scientific 
appliances which human ingenuity can design, all for the 
purpose of providing the American public with a transpor- 
tation machine which will be as efficient and safe as it is 
humanly possible to make it. 


THE FUTURE 


The Pennsylvania Railroad System is today established 
as one of the strongest and most efficient agencies of trans- 
portation in the Country, but this enviable position was not 
won without going through the usual vicissitudes which beset 
the growth of every great enterprise. It, however, has sur- 
vived them all, and is now enjoying one of the most prosperous 
periods in its history. With the experience of the past as a 
guide, it can look forward with confidence to the future, and 
while from a physical standpoint its growth will probably 
continue for some years to be intensive, because of the rapid 
industrial expansion in the vast territory it already serves, 
it must also be prepared, in any consolidation plans adopted 
for the railroads of the Country, to protect its well established 
traffic routes and provide for future growth. Further prog- 
ress will also be made in varied forms of transportation, but 
whether it be by electrification, motorized transport, or air- 
craft, it can safely be assumed that the Pennsylvania Rail- 
road System will be in the forefront in providing its patrons 
with the most modern transportation service. 

The future is full of promise for this great transportation 
System, subject, of course, to such limitations as may be 
placed on its earning power by the legislative or regulatory 
authorities, but with a vigilant and progressive Management, 
an efficient staff of officers and employes, and a loyal body 
of stockholders, there is every reason to expect that it will 
rise to even greater heights in the field of American railway 
transportation. 

This review concludes with the following interesting 
operating, traffic, and financial statements, viz:— 
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THE PENNSYLVANIA RAILROAD COMPANY 


A—Mileage operated; 

B—Income Statement for 1926; 

C—Return on Property Investment, 1910 to 1926, inclu- 
sive; 

D—Percentage earned on Capital Stock, 1890 to 1926, 
inclusive; 

E—Cash, Stock and Scrip Dividends paid since Incor- 
poration; 

F—Record of Market Prices of Stock, 1876-1926, in- 
clusive. 

G—General Balance Sheet for year ending December 
31st, 1926; 

H—Classification of Freight Traffic. 


THE PENNSYLVANIA RAILROAD SYSTEM 


I—Combined Operating Results of all Transportation 
Companies for 1926; 
J—Return on Property Investment, 1910 to 1926, inclu- 
sive; 
K—Comparative Data, 1916-1926; 
L—Comparisons with Class I Railroads in United States 
for 1925; 
M—Va rious Classes of Equipment Owned; 
N—Number and Kind of Companies; 
Map. 
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ADDENDA ‘“A’’—Continued 


MILEAGE OPERATED BY THE PENNSYLVANIA RAILROAD 
COMPAN Y—Concluded 


SUMMARY 
MILES OF LINE 


Dec. 31st, 
1926 
Romer ne Speraved ssa i Sig oF oesiscasude Lobe tate oeslet 3,033.59 
iane operated wnder CONntractinw. <p ..0 6. .ae se o's. < SiS sie he glad 6,989.14 
Ewe used wnrer trackage rights. 2.0)... seen cscs Sie ess! 504.28 
daft Te Gs Sep SN a: eb St nC OD i On Oe were 10,527.01 
MILEAGE OF ALL TRACKS 

Speepe este eee ke es re Reo tn et site halos’ LG Stas secs 0 oye aie slink 10,527.01 
Rervant frees. oe oe csi sek eae ee te broke: kes. ser es 4,009.69 
Bae Ta eat Re enn wee ales ale crass» SSS sis aye Waist eats 893.07 
Meier eee. oo. ee eee ee eee ew ais < ola Susislelete toe Sa 680.79 
Ecripany 8 SUNG soe. 65 yee © ei elt> a els Dsie oriole Rye 3 9,849.96 
Ja G82 itp ng ai et og Ao pe on eee a Ae 25,960.52 


In addition to the foregoing, the Pennsylvania Railroad 
Company, or Companies controlled by it, own all or a 
majority interest in the Capital Stock of the railroads indi- 
cated below, which are independently operated and have 
the following mileage :— 


Miles of Total 

First Track Tracks 

Baltimore, Chesapeake & Atlantic Ry. Co........ 87.77 106.19 
Baltimore & Eastern R. R. Co........-- ee eeeee 38.17 42.64 
Connecting Terminal R. R. Co.........--++++-+- od 2.91 
Long Island R. R. Co.......- eee e eee erences 397.63 979.93 
Ohio River & Western Ry. Co.........--.20005- 110.47 122.83 
Philadelphia & Beach Haven R. R. Co........... 12,11 14.31 
Pennsylvania & Atlantic R. R. Co.........+.++.. 59.97 72.07 
Rosslyn Connecting R. R. Co.......- +--+ eee ee ees 3.14 5.31 
Waynesburg & Washington R. R. Co............ 28.19 33.42 
West Jersey & Seashore R. R. Co........----+-- 375.89 700.36 
Og bag | epee ee PR IAOe ra aeMOOr seer ir) Ge rR sOr ee 1,113.65 2,079.97 


With the inclusion of this independently operated 
mileage, the Pennsylvania Railroad System consists of 
11,640.66 miles of first main track and 28,040.49 miles of 
all tracks. 
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ADDENDA “A”—Continued 


The Pennsylvania Railroad Company also controls the 
following ferry and canal lines:— 


Miles 

Ferry —Philadelphia to Camden, N. J...............2-eeeeeeee ao 
«« —Jersey City to Desbrosses and Cortlandt Streets, New 

MY Orbe sis cle Nias sta wrens onstalg Gre! mah atte RED orien tapes ae ena ye IE 

*- -—=—Cape'Charles'to Norfolk? Va... ee ee as oe wee 36.00 

Canal—Bordentown to New Brunswick, N. J.................. 44.00 

"Raven: Rock: to Trenton, Ni: Ji. ...sneee see ee eee 22.00 

Totaloeee ict aes Siac ee ee Ee ee ee 104.66 


and also the boat lines of the Baltimore, Chesapeake & 
Atlantic Railway Company and the Baltimore & Virginia 
Steamboat Company operating out of Baltimore, Md., on 
the Chesapeake Bay and its tributaries. 

The Pennsylvania Railroad Company, or Companies 
affiliated in interest with it, are the joint owners of the fol- 
lowing railroads and terminal companies :— 


Miles 
Akron & Barberton Belt Railroad........... (one-fourth interest) 22.86 
Akron Union Passenger Depot Company.... . (one-half ae) .29 
Belt Railway of Chicago. sss. oe cscs en ee (one-thirteenth*’ ) 29.96 
Calumet Western Railway................. (one-fourth ‘“  ) 3.42 
Cherry Tree & Dixonville Railroad.......... (one-half =<) Ce R07 
Chicago Union Station Company........... (one-half ae) 1.42 
Dayton Union Railway Company........... (one-third = t) | .54 
Fort)sWayne Union Ratlwayii...7...0.. +e. (one-fourth ‘“ ) 1.50 
Indianapolis Union Railway................ (60% A S95 
Lake Erie & Pittsburgh Railway............ (one-half ee 2) SEG 
Lorain, Ashland & Southern Railroad....... (one-half ss. S) 566.52 
Missouri & Illinois Bridge & Belt Railroad...(one-eleventh “ ) 2.67 
Monongahela Railway................e000- (one-third Ye Lda Bia: 
New York Connecting Railroad............. (one-half 5) ah) 8.06 
Norfolk & Portsmouth Belt Line Railway....(one-eighth “ ) 14.23 
Pittsburgh, Chartiers & Youghiogheny Ry.. ..(one-half a yee 
mparps vue malroad... sacs sc oe ce tel mee (49% de) a 
Terminal Railroad Association of St. Louis...(one-fifteenth “ ) 59.79 
‘Loledo: Lerminal Railroad. ......<. sss. on (9.68% eat) 5 abo 
Tylerdale Connecting Railroad............. (one-half ea) 1.32 
Union Depot Company (Columbus, Ohio).... (one-half ae) .36 
Washington Terminal Company............ (one-half Salk) 1.60 
Wilkes-Barre Connecting Railroad.......... (one-half =). 806.66 
Zanesville Terminal Railroad............... (one-half pt” Ve GR 
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ADDENDA “B” 


INCOME STATEMENT OF THE PENNSYLVANIA RAILROAD COMPANY 


FOR THE YEAR ENDED DECEMBER 3lst, 1926 


1926 
Mileage operated (including 67 miles of canals and ferries)............ 10,594.01 
OPERATING INCOME: 
PB MPR Soe ainicetehtn Si sic omen See wie seien ones $497,424,226.40 
PaSSENGEr. ... 22.22. ee eee eee cee teen eee e eee 147,976,357.37 
RAILWAY RRNGS 5c en A EOS Re aCe k's LM CK eeu eedre Cw aeleskres 11,556,809.09 
OPERATING Oe ace aly So os Sa wane «Wale ens ele & 17,224,121.04 
REVENUES..... AN otter franc portation) gs: ¢ oc. ees oy oe ose sss 14,091,826.55 
Incidental... 0-5. e senses sect sees seen 20,974,876.40 
MRE MGS CLs Sate bee < Paces ae wel ober since 569,232.82 
LCs ak el en Wi kad ED BTN ae 05,00 es alee veh d Siee ets snes $709,817,449.67 
Maintenance of way and structures............. $92,362,198.32 
Maintenance of equipment..................05. 161,880,738.75 
RAILWAY Beg il Se es I ee eee ee rere 8,884,633.27 
OPERATING ITER oO cre orld aie Da a aia ie a e800 are 259,815,201.54 
EXPENSES...... Miscellaneous operations................020005 9,228,605.15 
rea Rain ace ore i kia ieimtotw oleae oes sine ere 18,642,826.51 
Transportation for investment—Credit........... 453,625.40 
SCM ete NS mea as rani ita mais cludaeisia |» sas boitisis @c)0 ne aYereiaus 550,360,578.14 
NET REVENUE FROM RAILWAY OPERATIONS..............2. [eo cccecseceeees $159,456,871.53 
RET A he MAMET ALS oS cos eres pa timniak.pres melon e's 098 06's $37,110,193.11 
UNCOLLECTIBLE RAILWAY REVENUES..............--eeeeeeee 261,610.73 
———————_|_ 37,371,803.84 
RAILWAY OPERATING INCOME............. MA oa oe ARES, | Ue ae $122,085,067.69 
HIRE OF EQUIPMENT—DEBIT BALANCE.............-.220005- $14,921,270.97 
- JOINT FACILITY RENTS—DEBIT BALANCE...................-- 731,039.27 
——————-|_ 15,652,310.24 
DET ALLA AY COP IRA T ING: SINC IGS ee 50 care 5 cwicre iste aWaiare' sl vera oN wia'e'e bias ae duels 6 $106,432,757.45 
Income from Lease of Road................0+: $100,541.75 
Miscellaneous Rent Income................++-- 2,397,274.16 
Miscellaneous Non-operating Physical Property... 52,002.43 
Separately Operated Properties—Profit.......... 77,125.72 
NON-OPERATING |} Dividend Income...............-eeeeeeeeeeees 24,038,837.86 
INCOME... “cs -- Income from Funded Securities................. 6,808,090.89 
Income from Unfunded Securities and Accounts.. 3,452,541.02 
Income from Sinking and Other Reserve Funds... 2,958,213.62 
Release of Premiums on Funded Debt.......... 3,921.25 
Miscellaneous Income..........2+ssccescsecers 1,487.32 
Total Non-operating Income... occ cece vccccsc cet foenwcesevas ene 39,890,036.02 
BREE CNP SReT WRU TUS od caso, 9. acre ore cxoine wainipis, Sime ae Pata capiare dia yp wie sla\0, 5) 89h de0s0 $140,322,793.47 
Ment for Leased ROAGS i202 6 soa ao csie cases a9 oe $45,927,919.03 
sg, eheon se ap * ot Bree Roads borne by The sak Sap ge 
Pennsylvania ilroa: ompany. es 4 
eR ss |Miscellancous Rents........... 1,226,472.59 
INCOME Miscellaneous Tax Accruals..... ; 123,768.68 
Senne” Interest on Funded Debt......... .| 30,013,722.75 
Interest on Unfunded Debt........... ane 976,809.59 
Miscellaneous Income Charges...........000005 279,837.53 
Total Deductions from Gross INCOME. .....cccseccssesssleccosccvccsser 78,754,834.96 
NET INCOME (Equal to 13.53% on Capital Stock)..........ssceesecleseereceeeeers $67,567,958.51 
DISPOSITION OF NET INCOME: 
Income applied to Sinking and other Reserve Funds............. $4,108,482.75 
Dividend Appropriations of Income (Six and one-half per cent.)...| 32,451,339.19 
Construction Expenditures during current year on leased and branch 
roads directly operated, borne by the Pennsylvania Railroad Com- aia titre 
Advances to leased tines and ‘affiliated companies, borne by the pee 
P ania Rai BEG halae es iil on AIRS oF Cae > aw P 
gir hi i geranaeer o | 87,206 502:40 
Balance transferred to credit of Profit and LOSS............eesss[ecssreeeeteees $30,270,966.02 


ss = J" 4 ee 
eee 


PROFIT AND LOSS STATEMENT 


Amount to credit of Profit and Loss, December 31st, 1925............sseeeeeeeeee $88,391,547.51 
ADD: 

Balance of income for Hhe VERT... cece sec cccdenessesecsrescsccene $30,270,966.02 

Sundry net credits.........62see cece cere reece ee tenet erence eeees 2,296,468.46 32,567,434.48 

Amount to credit of Profit and Loss, December 31st, 1926........--+0eeeeeeeerees $120,958,981.99 


ro  ——————— 
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ADDENDA “C” 


RETURN ON THE INVESTMENT IN ROAD AND EQUIPMENT 
PENNSYLVANIA RAILROAD COMPANY AND LINES 


DIRECTLY OPERATED 


Year Ended| Investment in 


December Road and 
31st Equipment 
1910 $1,432,621,193 
1911 1,464,339,100 
1912 1,497,922,992 
1913 1,567,750,758 
1914 1,593,380,454 
1915 1,620,990,604 
1916 1,678,654,692 
1917 1,748,098,169 
1918 1,824,962,707 
1919 1,937,609,317 
1920 1,955,917,435 
1921 1,965,817,010 
1922 1,975,081,422 
1923 2,052,362,136 
1924 2,108,385,309 
1925 2,147,439,758 
1926 2,217,005,932 


Net Railway 


Operating 
Income 


$73,094,112 
70,114,256 
76,742,480 
64,469,233 
57,990,595 
79,532,705 
97,025,399 
72,869,101 

X 23,411,569 
X 7,862,716 


Def. x 60,148,959 


37,037,344 
73,411,398 
83,545,404 
78,799,913 
100,108,008 
106,432,757 


- Net Railway 
Operating Income 
Per Cent. of 
Investment in Road 
and Equipment 


5.10 
4.79 
5.12 
4.11 


eee eae 


x Based on result of Federal operation and taxes and expenses of 
the corporations. 
Investment in Road and Equipment above stated does not include 
material and supplies or working capital. 
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ADDENDA “D” 


THE PENNSYLVANIA RAILROAD COMPANY—PERCENTAGE 
EARNED ON OUTSTANDING CAPITAL STOCK 


YEARS 1890 TO 1926 


PER CENT. 
CALENDAR NET INCOME EARNED ON 

YEAR STOCK 
1890 $11,716,060 9.52 
1891 12,323,160 9.72 
1892 10,765,317 8.49 
1893 10,546,268 8.16 
1894 9,916,072 7.67 
1895 10,952,177 8.47 
1896 9,823,185 7.60 
1897 11,411,914 8.83 
1898 10,697,795 8.27 
1899 11,036,834 8.54 
1900 17,998,390 11.88 
1901 23,452,204 11.54 
1902 27,458,087 13.44 
1903 27,642,907 9.21 
1904 28,127,267 9.34 
1905 30,238,917 9.99 
1906 35,742,701 11.68 
1907 33,676,993 10.70 
1908 28,287,458 8.99 
1909 35,255,188 8.72 
1910 37,990,452 9.21 
1911 37,531,401 8.27 
1912 42,153,964 9.29 
1913 41,920,833 8.40 
1914 34,090,765 6.83 
1915 42,425,322 8.50 
1916 52,276,504 10.47 
1917 39,281,585 HE 
1918 (A) 44,070,899 8.83 
1919 (A) 42,868,098 8.59 
1920 (A) 32,801,673 6.57 
1921 24,307,669 4.87 
1922 (B) 32,382,058 6.49 
1923 (D) 51,536,078 10.32 
1924 (C) 38,134,677 7.64 
1925 62,220,324 12.46 
1926 67,567,958 13.53 


eo SS > 2 ee ee 
(A) Includes Government compensation. ; 
(B) Excludes Special Dividend, Pennsylvania Company, amounting 
to $16,000,000. 
(C) Excludes Special Dividend, Pennsylvania Company, amounting 
to $8,000,000. 
(D) Includes $6,681,047 account Federal Control Settlement. 
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ADDENDA “E” 
DIVIDENDS PAID BY 
THE PENNSYLVANIA RAILROAD COMPANY 


The Pennsylvania Railroad Company has paid a cash 
return to its Stockholders in every year since 1847. The 
first installment on subscriptions to the Capital Stock of the 
Company was paid in April, 1847. In May, 1848, it began 
to pay interest on these installments at the rate of 6% per 
annum, and similar payments were made until November 
Ist, 1855. Beginning with 1856, the payments to the Stock- 
holders were designated as dividends and were at the fol- 
lowing rates, those paid in 1856 covering a period of 14 
months from November Ist, 1855, to December 31st, 1856:— 


CASH DIVIDENDS PAID 


Year Rate Year Rate Year Rate 
1856 8% 1880 © 3% 1904 6% 
1857 4 1881 8 1905 6 
1858 6 1882 6% 1906 6% 
1859 6 1883 4% 1907 | 
1860 6 1884 5 1908 6 
1861 6 1885 5 1909 6 
1862 8 1886 bi 1910 6 
1863 9 1887 5% 1911 6 
1864 10 1888 5 1912 6 
1865 10 1889 5 1913 6 
1866 9 1890 5% 1914 6 
1867 6 1891 3 1915 6 
1868 8 1892 6 1916 6 
1869 10 1893 5 1917 6 
1870 10 1894 5 1918 6 
1871 10 1895 5 1919 6 
1872 10 1896 5 1920 6 
1873 5 1897 5 1921 4% 
1874 10 1898 5 1922 4% 
1875 8 1899 5 1923 6 
1876 8 900 6 1924 6 
1877 3% 1901 6 1925 6 
1878 2 1902 6 1926 6% 
1879 4% 1903 6 Feb., 1927 134 Quarterly Dividend. 
May, 1927 13% s < 


The total cash dividends paid to May, 1927, inclusive, together with interest on 
Capital Stock subscriptions prior to 1856, amounted to $831,833,733.02. 


STOCK AND SCRIP DIVIDENDS 
The following Stock and Scrip Dividends, which repre- 
sent only a part of actual additions to the property and 
assets made out of income or surplus, were also paid:— 


Scrip Dividends 


Stock Dividends Redeemable in Cash or Stock 


1864 30% 1873 5% 1883 4% 
1867 5% 1880 4% 1884 2% 
1868 5% 1882 2% 1891 3% 


1893 2% 


Allotments of Capital Stock were made at various times 
during the period of 1864 to 1913 at issue prices which resulted 
in valuable rights on the outstanding stock. 


* 


THE PENNSYLVANIA RAILROAD COMPANY 459 


ADDENDA “F” 


RECORD OF MARKET PRICES FOR 
PENNSYLVANIA RAILROAD COMPANY STOCK 


(Dollars Per Share) 


SALES ON PHILADELPHIA STOCK EXCHANGE 
1876 TO 1900, INCLUSIVE 


Year High Low Year High Low 
1876 5834 45 1889 56 50% 
1877 49 2434* 1890 5614 47348 
1878 35% 27 1891 57% 4954 
1879 513% 3234 1892 5738 53 
1880 671% 48 1893 55% 4614 
1881 70% 5954 1894 52% 48 
1882 6514 53% 1895 57% 4834 
1883 6434 56 1896 5434 4934 
1884 61 487% 1897 59% 5158 
1885 56% 45% 1898 6134 5534 
1886 6034 50% 1899 Hf 61 
1887 60 5334 1900 7434 62% 
1888 5658 51% 


* Pittsburgh riots occurred in 1877. 


SALES ON NEW YORK STOCK EXCHANGE} 
1901 TO 1926, INCLUSIVE 


Year High Low Year High Low 
1901 8034 684% 1914 5734 51% 
1902 85 73% 1915 61% 5134 
1903 7834 5538 1916 60 55 

1904 70 5534 1917 5734 40% 
1905 74 6534 1918 50% 4314 
1906 VEE 61% 1919 48% 39% 
1907 70% 5134 1920 44 37% 
1908 66% 5434 1921 4134 32% 
1909 7558 63 1922 4934 3314 
1910 691% 61% 1923 477% 407% 
1911 65 59% 1924 50 424 
1912 63% 59% 1925 5534 42% 
1913 61% 53 1926 57% 4858 


} Listed on New York Stock Exchange in December, 1900. 
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ADDENDA “G” 
GENERAL BALANCE SHEET OF THE’ PENNSYLVANIA RAILROAD COMPANY 


ASSETS DECEMBER 3lst, 1926 
INVESTMENTS: 
Investment in Road and Equipment: 
RAG. 2 cee iis wisinteta Cieaetwiaialee Dele Sareis c-cipeaiietare a Menai $501,804,350.73 
Equipment! “hacen betes. bet lactase eee 487,544,507.81 
General expenditures 2520. rewins none 0 steiclpivais asueigie 9222,983. 
: . ae $990,571,842.28 
Improvements on Leased Railway Property: 
Leased lines toad. Aisa. ack esis Spear eae a eee $53,041,622.70 
Leased lincesioqnipment.. ccc vyutes ct a8 ae he selec 12,242,751.62 
Leased lines general expenditures................. 237,501.67 
_—$—$<—$——$— nnn 65,521,875.99 
Sinking Funds 325.0: 9.6 oc «9 seen $1,015,721.77 
Less—Pennsylvania R. R. Co. obliga- 

HOUND Tic Sorat tanec atts Syste ss si erentaa ater O31,900.00 © hue atetewass an uss cme 83,821.77 
Deposits in lieu of mortgaged property sold........... |...ceseceeceeccccees 1,170,051.19 
Miscellaneous physical property. oi 32s scans noses [sob aoe tee cme eae eee 964,521.87 
Investments in Affiliated Companies: 

LOCKE tes pinay cies atthenian «wks Ghat etis's mam iccnieieRtae $273,050,638.84 
BONG ere ine ccc as he eins ee eats eo ete 21,749,028.18 
INOUERS o'x Screg iia este We cto eee sage etna o ee Geraci ene 67,376,375.26 
AAVRR CRB satire a has es cero etiate eee ae ive ade 109,973,029.55 
—__ 472,149,071.83 
Investment in securities issued, assumed or otherwise 
carried n'a liability so o<jcacslde se eakee ese <adlench |e onee one eck a 633,528.71 
Other Investments: 
PGCE: Soler catia teie.s: 516k brs pis'e URS hala Rite aes $77,833,799.37 
Bonds (Including U. S. Liberty Bonds)............. 32,530,882.61 
Notes (Including U. S. Treasury Notes)............ 9,194,254.38 
AVENGER comets clits ok srcoicianie er eins aiecs 9,781,374.95 
MD SCoUEROOUS rides cites vison an alte on cote a eee 11.00 
129,340,322.31 
CURRENT PASS LS ss 00 cciden.c 0o.nh omens § Akg were alee ba RNa eerie ence 143,238,812.84 
DORUTURECECL) SAAS S20 Ls nosso a; atsuatn ata on tare ees pal 9 ain SIS NES ean Grae Se 66,636,250.44 
UNADIUSE EDS DEBIT Wiiie sis'sis sieviniain wre vin ekis Rene ie ake meee eee. 15,082,263.12 


Sab Sinileau qaemtae emia $1,885,392,362.35 


ee mn re a Ne 
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ADDENDA “G’”—Continued 
GENERAL BALANCE SHEET OF THE PENNSYLVANIA RAILROAD COMPANY 


DECEMBER 3lst, 1926—Continued 
OCK: 
Beccet ener VAG S20. nor GACH) Ure sce «Che EAE AU cee Mak ROO RRS eS Ce TS ve Whewi'es veracden 
Serealized on capital stock fram Jannary Lat, 1909.60. sce s ces cewse neue sucess Moses cvaccancen 
Beetoor contruction: . 20 Si Tee. Ole Ran: WeEK Mids ba BARRERA Soe oes 


dated mortgage dollar bonds, 4%, due May Ist, 1943............ $2,272,000.00 
dated mortgage sterling and dollar bonds, 314%, due July Ist,1945  2,468,260.00 
dated mortgage sterling and dollar bonds, 4%, due May Ist, 1948. 39,837,100.00 


dated mortgage gold bonds, 434%, due August Ist, 1960......... 49,000,000.00 


—————_ | $93,577,360.00 
l mortgage gold bonds, 434%, Series “‘A”’, due June Ist, 1965... . . $125,000,000.00 es 
l mortgage gold bonds, 5%, Series “‘B,’? due December Ist, 1968.. 50,000,000.00 
1 mortgage gold bonds, 6%, Series “‘C,’’ due April Ist, 1970....... 110,000,000.00 
$285,000,000.00 
Less—Held by Pennsylvania R. R. Co. (pledged with Trustee).. 110,000,000.00 
: —————__—_ — || 175,000,000:00 
eo, Securcen gout bonds, Gee April ist, L930. .... 66 o sis swe cecies oor acesee cae 50,000,000.00 
-year 634% secured gold bonds, maturing February Ist, 1936.................... 60,000,000.00 
ear 5% secured gold bonds, maturing November Ist, 1964....................... 50,000,000.00 
NDED DEBT OF ACQUIRED COMPANIES ASSUMED BY THE PENNSYL- 
JANIA RAILROAD COMPANY. 
ny Valley Ry. Co., general mtg. 4% gold bonds, due March Ist, 1942............. $20,000,000.00 
a and Clearfield Ry. Co., general mtg. 4% coupon regd. bonds, due February Ist, 1955 2,000,000.00 
a and Clearfield R. R. Co., first mtg. 5% coupon regd. bonds, due January Ist, 1941 534,000.00 
id and Jefferson Ry. Co., first mtg. 6% bonds, due January Ist, 1927............. 1,000,000.00 
urg, Portsmouth, Mt. Joy and Lancaster R. R. Co., first mtg. 4% bonds, extended, 
NES eee fi teirg ake ew) ctcle bei ork a wlbibe Dos Kn bins ba lics a s.05.4..ce race 700,000.00 
ysburg, Bedford and Cumberland R. R. Co., first mtg. 4% coupon gold bonds, due 
WR ala AEN ee cio cae Se, boa Soslexe Fie P'S oe 26m Mateo aE eee Oe 1,073,000.00 
n R. R. Co., general mortgage 314% bonds, due April Ist, 1930.................. 725,000.00 
lvania and North Western R. R. Co., general mtg. 5% bonds, due January Ist, 1930 1,021,000.00 
rgh, Virginia and Charleston Ry. Co., first mtg. 4% bonds, due November Ist, 1943. 6,000,000.00 
y and Lewistown Ry. Co., first mortgage 4% bonds, due July Ist, 1936............ 500,000.00 
Hazleton and Wilkes-Barre Ry. Co., first mortgage 5% bonds, 
ay Ist, 1928....... ee EE ais Cok we on's pixies adams bua ke voi « $1,000,000.00 
ree SIONS SIS SntN Stree EN eS ci noe w ieia oben islbo wih e's eux eo 931,900. 
—_—_—_ 68,100.00 
y, Hazleton and Wilkes-Barre Ry. Co., second mtg. 6% bonds, due May Ist, 1938. 1,349,500.00 
hanna, Bloomsburg and Berwick R. R. Co., first mtg. 5% coupon regd. gold bonds, 
TE EN AE Oe Se TCL ER ER CUT er Peer eT ee 700,000.00 
n Pennsylvania R. R. Co., consolidated mortgage 4% bonds, due June Ist, 1928.... 4,000,000.00 
NDED DEBT ASSUMED: 
lvania Company, Guaranteed Trust 334% Certificates: 
As US SOGLOMDEE 1St, 1987... oc ecnsvcdccceraecnetncunrere $3,444,000.00 
meee ue Mepriary 16t, L948 e acc desc cee rednsvesecvad 7,113,000.00 
mets Gis Aecember 18t, 1942) 0.6 oc cy cc csccnntoceseresseress 3,542,000.00 
e**D),”? due December Ist, 1944 .....ccccscccscevvccccensceses 7,425,000.00 
———————————— | $21,524,000.00 
vania Company, Guaranteed Trust 4% Certificates, Series ‘“E,”” due May Ist, 1952 8,801,000.00 
ARANTEED STOCK TRUST CERTIFICATES: ’ 
rk, Philadelphia and Norfolk R. R., 4% Stock Trust Certificates, due June Ist, 1948|............... 
BAG ATUBE OUNSATIONS 6.202 ou pce ussevecse eect jes esesescnns $97,321,174.53 
Less—Held by Pennsylvania R. R. Co. (pledged with Trustee).. AZEOOOL0O} || kine oe shen eee 
Point Storage Company, first mortgage 332% registered bonds, due April Ist, 1940.|............... 
fee ANG STOUNG TEMtS PAVADIC. 5.26. oic accesses scccvesscseseanedesevedasvverses [eveseceesneeeer 
aT RE EROER ES SE RAT cee oie Safe winns Pere eT AMARA Rae Tega ale awa s less a vee hscesw8 5 
Sree NOL aE Cts es Pee Fhe heels od eae e a RU ROT ede eM Maw ainyiee aie obi, Ware acer navel owes mare 
ere N SINCE EE ECE fe ene pe, gk sie a, ciate a 9 W oii Sialoial Mats arias dd iGiaouale.«,4 [ive psalaietia sceialeneroie 
RPORATE SURPLUS: 
is to property through income and surplus.......... 060. s cece cece cere en eneenee $212,251,146.68 
debt retired through income and surplus................ ae Gets O04, 2'9,0,4;20 5. 3,3,04 4,587,172.18 
RHEE COREL T ODEN cle a so ieee win 6 ms 0 dime Sid wicva,ate lo: steisle wiela aa meat one wi Fiabe a afia ae ats 1,015,721.77 
Beces reo beat EB ye OS aide 2 Ue a eal 52,386,997.53 
iated surplus not speci y invested: 
idend payable February 28th, 1927.......... 2s seeceeeccrcereeeseneeseereevens 8,737,377.46 
al appropriated surplus............ccccccecsee es cseerererveverssereseseeeees [ereseeeeescnees 
ante rAME rete eet asi OMe esi shay ahetesav nee eee aie Tsao Me Te ye wI9.8 rs) 416 olds « [leis dv ruiediene sige 4 


LIABILITIES 


$499,265,700.00 
7,254,247 .63 
100.00 


428,577,360.0( 


39,670,600.00 


30,325,000.00 
7,478,250.00 


97,200,174.53 


1,695,000.00 
3,741,316.85 


82,537,534.12 
2,521,479.99 
285,188,201.62 


278,978,415.62 
120,958,981.99 


$1,885,392,362.35 
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ADDENDA “H” 


THE PENNSYLVANIA RAILROAD COMPANY 


CLASSIFICATION OF FREIGHT TRAFFIC 
ALL LINES DIRECTLY OPERATED 


YEAR ENDED DECEMBER 3lst, 1926 


1926 


Per Cent. 
Tons of Total 


COMMODITY 


PRODUCTS OF AGRICULTURE 


‘Wheatic: 255 ce istic a dee rieks oa cele eautat cal aley acter arerare 1,183,758 0.48 
NOE FP Sararey clesar ole Tama arevared a atveNd aces gun tie BTO mM a Siete 972,874 0.40 
Cate rt see poe cet o's ds nerd Oo aoe eR AO Tee ek 465,595 0.19 
BOC ae aah) RI IIS Oc ie ME toc, So ry ea ene 185,253 0.08 
Miouridnd meals. sos (26 cs asiae eels e'ess aca pale aie ere iar 1,179,682 0.48 
Other anil praguets ssa stacce is eiasisie «istainunaimene amis cies os en 1,082,568 0.44 
ay. straw; and alfalfavcicr, ssi a sca ctaligiete a aise oimtale ia eras 766,912 0.31 
PL ODACCO ict cravat ctlnratn weley cloiwictalerels nies Grae Sbetaleretara alm sis ere ralele 95,665 0.04 
Cotton IG, wo niko(inie nue lein se Mees See it aiceiecat ea 113,077 0.05 
Cotton seed and products, except oil.................008. 103,297 0.04 
Citras frclita 2. oom cits isthn atria ie atdistu ary, xiv eda'e wletend Sate 358,349 0.15 
Other frealt iruite Soocoes veo 4 cut ake wt adathreuce eieleia nk w ine 1,348,954 0.55 
POtAtOeS Fasc Ce ce Tena MS ate GS: Pe ate ain aes eens 1,123,353 0.46 
Other fresh VeRmeta Dlee vie osc vin essa ie oiniis aminisis oetelels. wet aa 1,020,004 0.42 
Dried fruits and veretablesissi 5 os vetiwacawns a'v,ciisl¥ eee. « kes 135,632 0.06 
Other products: of agriculture. cos .66. esas uisie vies se 97a aimee 417,774 0.17 
otal chic nso Redd uw aC atest. eaten toe, veil viata 10,552,747 4.32 
ANIMALS AND PRODUCTS 
Horses avd miles oiisig.c cre overs wl. sa gmclais ten ie etate sei aarees ena 24,960 0.01 
Cattle and calves Sate, ci wniek ohca ce OCR Rata reese von pee 575,262 0.24 
Loyal DG PORES rere eietans Sats: wale .c'nrc:< area sere Gale da Se Se 77,891 0.03 
BS Rey 1 Wrekin Cn VAREN yA eae ica a OR a Tele ee 318,347 0.13 
Fresh MABMLB Sci Prlenals «Sis Srulatane Sie hie orate G a hide wilone eae 417,834 0.17 
Other packing-house products................020ceceeeee 132,026 0.06 
pat Sy Sikh cowie are Sn Nie wid Na tari fees eee 57,284 0.02 
Ce OD EE a Cte a ee ee 71,882 0.03 
Butter BG CHSOSOS waves OTS es ves e hee cae aan nee ae 77,383 0.03 
Nee es Shatre wee Rea. Mee tn <s. cases stuaa cen Chine 36,478 0.02 
Hides BAG LEAH ers oss .e-0%ia0. 4h cinta eibublare a ae ware eee eee 231,139 0.09 
Other-animals and products. 0g oe vcaisceas vin 0s we ss neti 285,343 0.12 
DOG Fs ssc «ice Ue alee e: 9,8, arsonists Turse a ee 2,305,829 0.95 
PRODUCTS OF MINES 
PATIENT ACILG: COAL... Sivinle’ seb: aids Snide ate beat Wi ki Cree 11,441,526 4.69 
PSEA EMR SIRO COG 5 oir: 0 ace nveinin’ a) Sele iataidlin users eee eee 99,182,673 40.64 
MOOG pivtleere nists tacale of v\c ainsi ina: bon aubalerp(s Sialeigta Riya’ Rw satin 7,878,778 3.23 
TED OLO see hs 8 wae ais bok g alee aia s clea ahaa s Sane 11,830,963 4.85 
Other ores:and concentrates, ...0..sccccenassevvencuswus 1,070,337 0.44 
Base Hwllion' and matey. 15.5, see vies ca wakes ce ca One 52,752 0.02 
icCliy, gravel, sand andistone . .\..,.\:s «eateass. anmloenkeeeies 20,668,871 8.47 
MOPEDS OTPOLG CIN iu: ste) ora avdld'e'Wrare & 1K sal wets te eRe ad 50,907 0.02 
ASDA so cake Aina: aS ss. tev ay ee ee ee 480,624 0.19 
PEALE Trot e CREAR Th ALTA ee 9 oo Woe's Riel Sein fovure erate Rm teeere 492,704 0.20 
Other OrOOtcty OF MINOR Ses. vin owen sue es oe en cee 444,154 0.18 
oT ODBUiree a Wataiee AS 8S. m8 Zk ,n Sane eh the nts alle ta 153,594,289 62.93 
PRODUCTS OF FORESTS 

Logs, posts, poles and cord wood............cccccucsceve 1,131,615 0.46 
SLAG 55 disicg se eimeiei als <a hials s!S5)0)s,'s ery as a 0 4a te cao eer ee ae 293,447 0.12 
PUIG MOG Nasr ci ccs nes cat ab ais. © 0, ccleamqesce eitonehta eae ee 382,927 0.16 
Lumber, timber, box shooks, staves and headings.......... 7,131,409 2.92 
Othoriproducte or TOrepts eine... 2:0 an evict Rae meee 457,986 0.19 
AL DEAN vipers ssh ¢ Risa (erellaye, dimins ied & 's ac:0:n i016; 008 alee 1a\ ys Ga SLE ee 9,397,384 3.85 


SS 
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ADDENDA “H”—Continued 
THE PENNSYLVANIA RAILROAD COMPANY 


CLASSIFICATION OF FREIGHT TRAFFIC—Continued 


ALL LINES DIRECTLY OPERATED 
YEAR ENDED DECEMBER 3lst, 1926 


COMMODITY 


MANUFACTURES AND MISCELLANEOUS 


Refined petroleum and its products...................... 
Me ca Ee ee es SP ee i ee a ee 
Sugar, syrup, glucose, and molasses....................-. 
RERUNS) SRIREE MANOR BE SIRENS oe ay Sosa sic wn hee tak So wie core 
RAE SOE PRNEEE THONG a ne eh eon aie ice imho bs wien We eT Fie 0 eae 
Sigeus Misr ere Mee LANNE oats oS ccs 5 2 lw lew wo eae ele aia e 
Bar and sheet iron, structural iron, and iron pipe........... 
Other motaln, pis, bar, and sheet... 65. bcs cc ciccalecseaee 
Castings, machimery, and boilers.............2002secse00. 
RI Uae oe nicin.s Sivie eee Ree vc Se Ui Boe 5a Oo: /ciete arene 


Parrett EE ose ec oia cies he os sos ais Se ele Sees 
Swen pipe ene Cent Hip ao. tow caiinles sins seceb aa omee 
Agricultural implements and vehicles other than automobiles 
Automobiles and -antorucks . <0. occ cues sicesene 
Household goods and second-hand furniture............ 
PRIMED RS WS so oh vin oe Cader s pun heed eracyare ucsane 
We eae one's cicinc erin anaes one es yo oes alae win awep olnes's > 


) 
Paper, printed matter, and books. 
Chemicals and explosives.......... ‘ 
EME Cay cia ide = CoO A EN & Soe oe dee ed eup ede die tae we 
Canned goods (all canned food products)................. 
Other manufactures and miscellaneous................... 


Grand Total, Carload Traffic.......... paeae praia aieer 
PIE Bee Rg ey LOIS. cs Sore Ss oy Sie cic AS. o Sialpisia'e edly pis Se 
Grand Total, Carload and L. C. L. Traffic............. 


1926 


Tons 


6,071,847 


18,892,289 


61,740,600 
237,590,849 


6,461,578 


244,052,427 


Per Cent. 


of Total 


oON 
wom 


7.74 
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Year Ended 
December 
31st 


1910 
1911 
1912 
1913 
1914 
1915 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 


ADDENDA “J” 
RETURN ON THE INVESTMENT IN ROAD AND EQUIPMENT 


Investment in 


Road and 
Equipment 


$1,533,111,360 


1,568,863,769 
1,606,721,857 
1,681,779,771 
1,710,368,222 
1,739,081,326 
1,799,055,282 
1,872,315,915 
1,952,017,162 
2,069,968,807 
2,092,052,738 
2,102,421,811 
2,112,565,888 
2,196,947,406 
2,258,292,092 
2,302,802,826 
2,375,674,983 


Net Railway 


Operating 
Income 


$77,026,497 
73,903,253 
80,992,247 
67,803,989 
61,921,854 
83,746,135 
102,202,072 
77,750,406 

X 26,983,353 
xX 9,943,665 


Def. x 62,852,232 


40,842,192 
79,859,730 
88,066,460 
84,062,516 
107,792,415 
113,151,122 


PENNSYLVANIA RAILROAD SYSTEM 


Net Railway 


Per Cent. of 


465 


Operating Income 


Investment in Road 


and Equipment 


5.02 
4.71 


x Based on result of Federal operation and taxes and expenses of 


the corporations, ‘ : 
Investment in Road and Equipment above stated does not include 


material and supplies or working capital. 
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ADDENDA “M” 
EQUIPMENT OF THE PENNSYLVANIA RAILROAD SYSTEM 
DECEMBER 3lst, 1926 


Available Capacity of 
KIND OF EQUIPMENT for Service Equipment Available 
Dec. 31st, for Service 
1926 Dec. 31st, 1926 
LOCOMOTIVES (Tractive Power—Pounds) 
Passenger—electric...........ee eee ee eeeees 41 2,844,000 
Passenger—steam...........-+eeeeeeeee a“ 1,665 60,492,081 
Freight—electric...........-.--+0-0+0+ oe 3 300,267 
Freight—steam.......... ccc ecsecees 4,457 243,676,878 
Shifting—electric.....-.--.-++++++++- 17 1,221,803 
hii ping— SEARO «as sis. sice ane coe assess 1,017 34,856,911 
WHtaeoe- Uy tec eed ceed hast hawkers a Bee's 7,200 343,391,940 
PASSENGER CAR EQUIPMENT Seating Capacity—Persons 

Passenger—wooden...........-++-- =e 1,104 70,582 
Passenger—wooden—electric..... ae 76 4,357 
Passenger—steel........-...+--- Ss 2,277 186,556 
Passenger—steel—electric...... = 834 56,239 
Passenger—steel—cafe......... 2 120 
Parlor—steel..........+2000+55 6 252 
Dining—steel..........-...--- ats 173 5,886 
Passenger—baggage—wooden..... = 108 4,519 
Passenger—baggage—steel...........- st? 418 19,106 
Passenger—baggage—wooden—electric. 4 1 
Passenger—baggage—steel—electric.... she 60 3,127 
Passenger—baggage—mail—steel......... ne 20 600 
Passenger—baggage—mail—steel—electric..... 3 96 
Baggage—wooden—electric....... att 5 
Baggage—steel—electric........ 12 
Baggage—mail—wooden........ 1l 
Baggage—mail—steel.......... 229 
Baggage—mail—wooden—electri 3 
Baggage—mail—steel—electric.. 2 
Baggage—express—wooden............-- st 452 
Baggage—express—steel and steel underframe.. 1,601 
Baggage—express—wooden—electric eee yt 8 
Baggage—express—steel—electric.... ee 2 
Refrigerator—express—wooden........... ae 17 
Refrigerator—express—steel and steel under- 

SrA oe ee ce ciao snew ee wee 40.99 609 
Postal—steel........-.---e00+5 me 117 
Horse—express—wooden ae 30 
Horse—express—steel.......-- oe 20 
Gasoline motor—steel.........- Be 20 982 
Gasoline motor trailer........-- a0 1 74 
Baggage mail trailer......-...--- ae 6 
Crew CXPreSS.......---eeeeereee 38 
Bae ee ee Se 

Ree Le fe = EO CP ROPE SP Or LL Ra 8,268 352,652 
| TO inconsistent AED, TT ee 

FREIGHT CAR EQUIPMENT Tons 

POr—WOOdEH ... «0c ciccccesccssouncwccssnesrs 349 9,872 
Box—steel and steel underframe......-------- 93,429 4,665,380 
Refrigerator—wooden........--- ree 2 30 
Stock—wooden.......-.--+++++++ Lite, 22 578 
Stock—steel underframe......--.-- Bite 3,352 167,600 
Gondola—wooden....-.---.++s-+7+° vee 218 5 
Gondola—steel and steel underframe. 167,019 9,518,585 
Flat—wooden........--+++-++++8" 41 812 
Wint- steel Sdansiease ce se veces 3,991 203,450 
cabin wenden DE Ey ne abe P 4 nt 

i eel underframe........+-++- 
Cabin—steel and st ’ 325 30,460 
RAGES ed Nadie west 4, one wha id cyan tie Hew e Wye a AA EONS 328 1 ace 

2 
Poling and car droppers and freight transfer..... 75 
ya setae sa bralet araie diame. 20 272,168 14,572,307 
Totalas-sss > 30,460 


> 
4,180 
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ADDENDA “M”—Continued 
EQUIPMENT OF THE PENNSYLVANIA RAILROAD SYSTEM 


DECEMBER 3lst, 1926—Concluded 


Fede pas 
or Service 
KIND OF EQUIPMENT Dec. 3ist, 
1926 
WORK EQUIPMENT 
ADU ¢-sae4-acore tarsiatolats cin otecare BiG Sees OTe Mele eine ae eT ea ere egtetore 1,016 
Tool and: block —WoO0deNl 65:5 He wis.5i0 is aceeaisiara Salen Halen nA Smee eee nial 543 
Tool and block—steel and steel underframe............0eeeeeeceeeereeees 140 
ile drivers ise. © aca nve sic vie Cane eain’s Sis hie nm olsen anim ea um acne ar oc eat ae 13 
Snow Mangeres.é srs veces nes Lae eeu rcde eden eee nd Ra ashen ee eae a. ie 90 
SnOw DlOWS.Saitic cic: <5 05.0. + 0.20 W'a;8 0/010 AN alo ni afin asap ah aIRi a tate tager a ac Cm: © ae ene tae 36 
SNOW SWeCPELGecinc ccs. voc He elas os og Oa Na welsnecl> hae meee ne een aes 6 
Laboratory teat. sicsici.swicies\cicwese ene eiv 9 Weieiw estes wid bale aie Cee Cu Bio's aa a winis 5 we 1 
DyNATHOM STORE opis ns cio oye eraiete's ne P eetve, vlnisiole <tainnia Kid ele an Ae em goatee 1 
Test weight sisseccccsenre-s ora tery ieibwrdiphawie Stare ale ketpnatonctal ese ayahatatha alata tals ats a teretaatis we 26 
ClOALANCO s Siie ec Uictac cei 014 a Ainyeig a tue meets wn co plats te» ne bs tian a ate eh 3 
Signal instructions agniviilale % <:<\eioin ocx ornrs Biesisigiete a5) ate eecoimialels a eigen as Mean eee 5 
Air-bralke dsteuchon ss hacioere kre alas Huard shale Slaiein s ¢7m ARN alas siaie Rie aetna 6 
Waltuationse or osc the cece n't aoe thio tale ale esi wasaiamilie a's patnra e aie ape ame ee 
TOSPOCHONE he a/aKielss-algie-« sitio: oateae «ey se Wevmanalin’s 67s omisia's an Si Kn ener ete a I 16 
Busitiesss=wooder 655... 6 .'ons Meas wir re shoei naneal alas © aisea si akCecin® Simaroreiateninees 40 
Btrisinieds-=Gt6el oa), <ivsa.cs' utiwetarec s =:< = «edule! eine erate gis eiuenial iain & a eran 7 
Supply card —wooden.i.s..sac<.cocsaicw ve tink « sigs talein gis ace Riaie acets Sele a oieterareinte tere 
Supply cars —stteel (ccaoy- staiaavet maine. 8) of sin vi vanialatm nines tip iet ais nla eet deeie eele 110 
SHOP WGOLKINeN—WOGdER 5 5.1 <5 viiy.s.s nies sictinie sas ae a Sel aie wala enie salmaaa 154 
mOrwency: CANS io acc s)<ho,dle ce mas woe: selma ainaleleeieacala ® 4a euskaliele eee acetate anne 51 
Caletunt disizibuting Cara, .... Js tics. <0.0.0/5:00h © scenes nek o.09 afew a Rane aS 9 
Miscellaneous SOrviCe CATS... 4 ).cin n'a = vate &oi0ie dae aa a aly S Siietatala Ra eile 455 
Stone and wood—ballast—flat—wooden. ............. cece cece reece ceces 257 
Stone and wood—ballast—flat—steel and steel underframe............... 777 
Dismp POE CAG oc.s odors oct ales aniord «del eyiun.n einige eletalelgle ele wie aie Gin ee aieteiate 1 
UMP CAPES. na cle es <itleo.No's ee nragn's.< o:6 syetavsicis. Cipinle ack apa Sue cacao iit iene enn 180 
PHUIMD CATR VA EN iia arse 5.10 a Aree te ok Siw 5, ah Rie 0 mnie nm ohale migra clea hie al aCe 12 
Damp: CarP——- NAD CraGles cov aks alc eas © vslalennriues hese eld wa ees emi araee 2 
Water tale colic ec ccn's y Semi Carine o's wa etmiain oe ela Us While eset wile er 59 
PACH UD GATE 5.05 (ele 0 a5 0 arsYOrin b'e nlminys ck 'W ata: ale RON iSis ins © dae! a ae eee ee 28 
Grading and ‘spreader cars. 5.&. oa 05.1.5 che + 5 cas wad «cake a ee ee eee 37 
MOLT CHS ras is.cic'e cers.» Ghd. skid oMAION «Wied neikie ere @ isle 6G 4 Nina, & ce nv enere ete een 204 
Steam shovel....'Zes os disis's srecce d vida bee's b.0.01n, ceeisNea Ae eS lN tn aies Oae In oe ee en 13 
Ballact rinloader..<.% caus cles \ccles iy 4 old cclee e's o niacte eee ems ame Rreae 1 
MECH GES eo ccs cv bie. i tEU) RM e ie Alie & Aiucn aren weaie ha 4s Rise.) GRIM IRR RN ie 21 
Ral WOMAN 5 sisdsacacs dp nA os ta we ARLES eed Oates SS ale b Ree e ae anne 67 
Ballast cleaning machine, « .).4ssnceucs's sia einehib catia eels s Rae eine 2 
Band Giggersscickicicisicis.s 0:0/< wv Mibleleta 8 sisters. oe, s niuisihisiein tone ght a cembee aaa iatace lie anaeee 1 
Experimental Sweepers v-ses)s-cauis sid wien ate lew dlein Gees kta stem wie aia are ene 1 
FLOATING WORK EQUIPMENT 
BRC COWS sc ais d.4.9)e i 20, 604100 hela lpem Aimieraen tig mises eae alain iale erate cient a 22 
SOME a's 54 Wis sa, 6915-4 0.8 000.10 0.'a Shean WARNS pt raneTia ual wee nro a tat ee 5 
BROWER S'S: 5: chee 6 es sein sna, ts dvehelayn uinvtie Mtaisl a rainia ih roth eter ae tel eee meee 9 
OC) ae eee ee ee eee ee Oe ee ee 2 
PHS GLIVereeauie J yiis ac & 0\0'onoMiCle ee naam, 6s mune in might ee erartaa ein eleie tare eeteien oe 3 
WotarDOate cia siricte's'd 0's edi. axerara inwre are Wis raters wh re SORA any pk neein eeRe 1 
Diler DOMUG Fa5 sein aaa o's in. 8 wic'sv <om mk a AERA  o'o h fale gt AE Sete ie aati ae 1 
TV OPCICK BOO WE ats 6.6.0: sve: sites 3 saddles a sniialae on A arate ce Re Rae eet 1 
TOU seers awa bs sv << 5:0 /0 5 Get be bp 9 Fal a Calarge nace ee ite ete eee 4,534 
FLOATING EQUIPMENT 
MOLLY PORES cays sos 1:0 unc pale a eiein,f't'adk.» o ei aim eienotn went Ten eRe 18 
Passenger and freight steamboats.................c00008 Sats 20 
DUR ROGUE mF Ghiy a <8 50-0 a ea ee Rc alettaoce mh ee eae ‘ 50 
Steam and harbor lighters.................00. F 10 
Grain and other barges..........0...cccees : 178 
CAPRI DALGOG i. ted ss ab exe Rit hrges ces hae 10 
SRP ORTE Fin clean wares 8.8 hp OO Ee one . 111 
Motor and gasoline boats........... - 2 
Grain Gleyakoriiiin cocevncns Seen s . 2 
Coal BCOWE..ccncees Kaley pa visia ts 2 
MOGrig OCOWS riety eis.5 bin dina 0 aera is e:oa'e 5 nie » clerk TEER Selick ne i 1 
LOURDA, Ma shieiee o Bois n'a aia eeatatn vino nln ha sl cau EER eee Sete ee ee eee 404 
Total valuation of equipment as per General Ledger..................2- $712,097,505 
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ADDENDA “N” 


ALL COMPANIES IN THE SYSTEM 
DECEMBER 3list, 1926 
The Pennsylvania Railroad System consists of over 600 


constituent corporations, gradually reduced through acquisi- 
tion, merger, or otherwise to the number indicated below. 


Active companies: 


Kean Hperering COMPARRICS: «2. a cacaei Sci ays tue ebg whos ESOS 11 
Limes operated under lease or contract...65 2 66 occa che sees 51 
CEE StF COMIDIETIIES score sia wc op kee Ee so ele ee ale evo eres eT 1 
Total transportation companies in the Pennsylvania Railroad 
SS IINE Pee Sina Ie se ain he OME TOS site Halas ieee 63 
PdertriG coilwity Companies. a ...o2,0.5 6 se G's. 5» o viel sis ssie s GwNStaw eee 1 
WEEE TIOMISE! VO TMINONS See cet ons ie siey ares siwere tsi rrel tic. © pvie w ishisreneeetane 3 
WY ARSE SNS D IG COMIAEICS oc) co oy ere oo sic's o osie) ole e.2 sim sia. 0 Goa siisvenei wel ® 14 
AA REE PUT Ie TCRENTESITASES ole Gis io, wks 6 wns 21 01 o.re 15: shvolne aia oa SI siairoh a fovaeteee e586. 7 
PASSCEMAEARCOUS COMDARICS «oo. sie cvslslo so erlio sessile sibs Gils a sie lay es 13 
PRI ie CRUD INI DENEOSS 5 ee! te ioioua iia ieiesaeiars Sie ards Ales aya farsi 101 


Inactive companies: 


Ra ERLE CRN AA IUSIAICIATEAE Eo ws fog oa) wile ate ace Varco a niece nl wikoy ohio Sates a," oe 14 
ECT ew ENLEVREMS He Tey 6 Sic cteiy Nog @ ANTE Dein! aha aicetole ole oles suviisioie tue e & 2 

PU AROUSED POMTOCEIICS = oc ce ov oenyeiw aisles cael w ord: rieite Wee orvore Sivuey'evace)e 1 
PAE EET A SIVEVESIG” CONLISIAINIES <hotere Soars loyinraps' e's ine or cka isis vi pho coiiel'o'» ve euel oie Mes 3 

RAR IEE LATIOCHIES CONEITIFUTIOS vo ora viele cre aie oa vin 8 OIG Alel Sieus eae ee 8 2 
FEOUAL AACENVE COMPANIES so 50 2 sie. sin soos tise pele 8s warn iehoe 22 

Ma ARCO EWITEVATIN Soe cy styl Dales 2s 45-y' le eus (91s as ial Tid phe Ia lo, Sings ga Sie 4.3 we. 259 123 


In addition to the above, there are Companies Jointly 
Owned and used with other railroad systems :— 


Active: 
Enictvidtial Operating COUIPANICS, y.ccccinc sores dele seine nies eas 14 
RRA UTCET IGS OF COULLACE salvia do lsteie Adisia liaise eles sis0in 65 600 2 2 
Lainie lvaxe osen etioll sr haar MOEN Eee Cie PLA e rade tri ence aie rn ere Re 1 
SIE RMT COINS ALIAS a9 «olin ea eon pe ad iz dels 3 in icle o Bin eres 9 
MASSC eI AeEOUS, COMMPAIMES 0 5 « aiegie sig didi 6 aie. esis fess 9 6 shes! view 08 5 
SEER Sn oie ol eee ates nn ara io Bie STAMPA AED, Rr tc spasan tele 659 6.0! 0/0) 0 8x 31 
Inactive: 
Bet SAC COM IATIES oes ok 50 pepe otek maid aso in so vie mes seis ane 4 


Total companies embraced in System including those jointly owned 
myitly Other ©ailrOad SYSECINS. <sis sc oe eels as oso ccw ewe cle ec ees asis sis 158 
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Accounts and Accounting: 
Charges against net earnings..............0000.0- 64, 76, 150, 282 
RSOUISERUCTION FOCCOIME Ao aesk oo 6s Carey Sas Gin wick onto lo Hee 23;531,.32 
PORE TCTSENCESIING eI ee oie etait SPIN CAE oh cose wreaks 218-221 
Interest taken out of Capital Account.................. 42, 43, 64 
Peer Oa EASE CKPAAINO 5565 is) uae tole Aa Baeid) we oe ok hee ee 220 
Restoring expenditures charged off cc cock ois cis etns oon 354 
Acts, State of Pennsylvania......... 2,5, 20, 24, 34, 36, 37, 41, 43-45, 48, 
49, 65, 72, 73, 88, 106, 267, 307, 308 
fas ihyoe Se LEG SOR SCT Ne RS ee eA A a 346, 347 
Wa Trae eed Sp 2) 2 arte ee A ago 429, 430 
Alexandria & Fredericksburg Ry............... 87, 110, 130, 151, 218, 225 


Alexandria & Washington Ry.................87, 110,151, 217, 218, 225 
Allegheny County: 


PACES COGENT Fe See Bie ges sin ole) oo oo: opel goer o. bce on agence cos ay acees 130 
laine fos smb eermnoes Settled 5 o.2..ces cher eie 000i, 0 6 3S nated 184,185 
Represented on P. R. R. Board of Directors.............. 24 
SOE So i, Bo CN ora ies isin’ oss dc Joho doh eines AEN S ora oe 24 
prapeesiption 0) Po Fe Tes StOCl sy noo ob css is. eaisiene gos sie x es 21, 22 
Allegheny Portage R. R.: 
AM IOCT ORT REL Ne Bi SIR AD Jar cuanatee nic wala ewdiore ye ha eee 17925726 
PIP APLEEROID CUE So. poe etree Av eae» the ge Mao hs aka id cage sp 17,18 
Praicder SIL EAT EU KOUCE: ACTORS I SLALC sce .ocsiewilewceln ies yore 35 
iperetOM AUANdONE” 34.516 Ssdints aie. 5 ere ae woven B tialel aia sien als 46 
reretmnsbe RENE R WWIIT IRS 5 2 ric t Ne Sakacee2 Sikes ene ees eee o PROE 5] 
SPGriei claret  CHICOdel NITIES care oc oietelsnsa diac vr Me ucle Pies aise © Se loyelious 46 
Allegheny Region: 
CRE lire wig te ee ae Ee cree oo Red PR Dee Bt eh ee DIOR CRORE OTe ee eae 365 
Markham,Cyti,, Regional Director os. clea soda sain oie e sa oe 365, 366 
ete en SY SLEL PLACED AIS fo ai ele atoieia mie aveladstere ie Aa sels 9 365 
Allegheny Valley R. R.: 
Boncstowled Dy state Of Pentidss: sj. asco vos 1 86040 rey 
iPommpleted to Pittsburgh soe ciisy oie eee terete cicie's «2 sie iars 08% 92 
Description Of TOA. ..5 1555 Giike cng vies Hele a ie dice sane eas ae 144-146 
“nT Yebel enn wal? bores nfs Gemeente, TM Ag chee F505 Ce Nene ae 134, 137 
Thin) Gebaiebaverts (Mra 4 otes ohh o Car me = Ree biome ey Eras CONC Ee eee Ra RR Rae en 121, 210 
Pte Toi oie la 8, «cnn oe Hae 77, 93, 121, 134, 137. 144-146, 202 
Po. R. ownership Of Securities: .. ccs cee seen dewees 128, 130 
FreareamiZed waaacce as oe cles cee mance ncicse ss sss oe eee ss 228 
Wealee OF. SECULICICS Ole 6 onde tt nti ea 919 210,215 8p wae ate EV 
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Allegheny Valley Ry.: 
Acquired sby. P.O Ro Riise -vecmsien se ee eee eel eee ait 
Bonds issued 5 .5.c55 s0adhe% a nidiole oc one ete te ae are 228, 229 
Formation, Of: sss tise sers!<ie u ailere rel osnalgi eee etek de atees aie aeee 228 
Stock’ issued) foc. ixiie eters ss a aes ania co es toes eta eae 229 


Aflentown: 6° Auburn vite itn oes coe see ee eee 197 
Allentown. Route. :< 60% 0g nse 62 een eee eee 75 


Allotments of Capital Stock: 
(See Capital Stock). 


Alloway: GxQGinton™ Ree Roce, steel sfe.s tree sels sein i renee ee 


Altoona, Pa.: 
Gity bondsowned. by Psi ita Rojo. = ccleaner eee 130 
Origin gOf Mame Fars ie: d eine araiels Sm « 9:0 Sim iocbndeetp ae Eevee ate 


Altoona Works: 


Description of.. sip gunun o1/sbe Ai setae." Big inte oe Gea. 9 ahaa a eae ree 
Equipment eeeeumcond IN lees ci antares enemies 396, 423 
Revised’ organization ‘for: Sos. sc mck e-news 376 
‘American (Railway Assnccicje.wsi6) six sicgeishet oe oe gee 355, 390, 417 
American @Ry Express’ Co.;. Gat henna cote 9s see eee eee ee 424 
American Steamship Co.............. 92, 128, 134, 137, 179, 211, 231, 244 
Anderson’ Belt Rey iis. 10 scccols cate Reins einen Ce 349 


(At UAT DOL Bee. Fess Pia ob A 4a 5 gale mane ol eee ee ee 388 


Anniversaries: 
Piiftieth is csretacis:s ws 4G sate a dees hones Scan ate ee ee 240 
Seventieth ois oo o.5.4esi ere hic onc Sy ate oe fe oR 


Annual Election (Directors): 
Date changed .j..tc soo) ais os false he reels ei ee ee eo 


Annual Meetings: 
Date changed. . os, ..352, 383 
Remarks to sbocknuldere’s 218-221, 229-235, 243, 389, 390, 403-405 


Arnspach,- William drew. i. vas «sve sl ua 0 ste eee eee eee 119, 196 


Anthracite Coal Lands: 
Connections TO siino'i ts ae nvidia ge sh wis 0 bis seeainey me Cdk Gn 2 item en 
Proposed sale OB as aiid «315 i@i ae anh SR ee ete 
Par CRAGO OR oo 5 cies nwa ss x eee 105, 106, 154-157 
Sale Ofer eiovy ats ce widsa: wn: oy nig a Seen uci ae oe SoS 
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PAGE 
Associates of the Jersey Companys... . 5.0: ss .cworcacteeeeser 96 
Atglen & Susquehanna Branch..................0.000008 281, 293, 294 
mtlental és Richmond Air Line Ry R.. ......5 s . .xeee nk ben 110, AdAG 151 
ERTIES ORME EADIE TR Se ot SS ve Shidiw Sie DARA Cee ee 269, 307 
Atterbury, William W.: 
SES DyELe2 i 3 Shee Pa NOSE Res CMR a ets St a a 417,418 
Bre ERIC’ PON Gi ot Pee eos os age Sette ee a ae 331, 416, 431 
Le rge torial nes) 2:18 lc; ) io een oo: < on oer <a eee, 3 418 
Name inscribed on panels, Pa. Station, N. Y.............. 315 
Sa eee Tt SUP ewUR PATE rer rey fe tS ence OT are arn. 31S i cranensighe peers aga 
Ok RS ORMIPTE SOR Sa 55h: tot gsc oe we trap che Le 12 
OR PRE Sg eg oy Se ee eS I age Nm nn ieee 369, 418 
Perce WU SLSEIET vet eh ete ieints les G9 k's shale a: o)5 W'S is Gig Zs Bru aw Fh 118 
B 
MEU GHEM MALATE le ere ee yee ei axe aio st laos Sit ee are lee eke boner 118, 196, 251 
Balance Sheet (P. R. R.) (See Statistical Data). 
Bald Eagle Valley R. R........ 48, 60, 61, 128, 130, 136, 149, 201, 210, 308 
pS AORTA a Oo a le oe ee en a a 386 
Baltimore & Ohio R. R.: 
Competition for sowthern trailic. is. 0s. sa52 fies eos oe 86 
Connection with Cumberland Valley R. R................ 373 
Consolidation plans, Eastern District.....................400-402 
Poniron, on Moreen Central Yio cc che ds owen ces ce ne 85 
Season 03. OU, RIV EL oo oer xo 39 103.2 44 6 eee ose 2, 4-6, 27 
EAE HOCR ACTING PROD MOTIIOD isa 5 aig cone ding Aa «ko oierd aubldp die wie oe 15 


Half owner Washington Terminal Co.................279, 306, 307 
Impartial Rate Commission created.......,.............-122-124 
Pe Ba LOree CECE. FTOSIGOTE oa cccan.o Herr accra Fir Aes 0 4 Bee 262 
ree TSE Os REAAUIY 1 SLOC I alo ofe. os Ji) 8. eifoce Seperate IE oo; sind BOL, 20S 


Rerreurise: Ofastock DY Ps Ite es emias sx seers ees ms Deals 261, 262, 296 
Parchase kuch.-Wast. Co, Stock: . oi ecc ene oe cig mien ie sides 269 
aleteinies ee Bes BtOCK: OWRETSIID, <a. Hine pols i ere twin D5. oie a's 294, 295 
South Philada. track elevation.. : ae Ne eee 3a7 
Stock exchanged for Southern Pacific ca. Of EE ROR EET LP ea 
Use of Penna. Station (N. Y.)... Ms ots ata SOUR GOL 


Baltimore & Potomac R. R.: 
Mraticlcito, Weashingtou, D,.C.s.aqie ee. ss eet es OOP ST 
REAL AM ZATIONL ease epee aia? a cil atesishegeieeeiarsl fate fan e.2 esltis, «noe 151 
Ciasnate) betsy a i, Sn ain rer coh age tenet iat Rtn aay Mee emg ce 
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Consolidation ss. <o.cshcc so a's «le a & wou aboreies Sati SURE Ia arene earn Chee cm 
Construction (Of ias. acisin< sie oles eee ees ara 86, 87, 103,151 
Coast to. comstrulet sacs eas in ane ote eo naa ae ea eee TSI 
Guarantee, of bondsii0.: odaciodan oo eee Ree eee ee 134, 137 
Revised “organization 1745.9 cies eran om bale ee eRe aeons cee ane 124 
Stock of owned by P. R. R. and N.C. Ry................128, 268 
Value ‘of securities .4.35.2:ospies eden Ate bee ee ee 132135 
Balto. & Sparrow's Pep RRS me. ee gist ear oa 368, 372 
Baltox& SusquehannasyR. Ro, 3. ce «ome pele ci= minis eee ete a ee 85, 86 
Baltimore sv elts seg bectrceeccctricie erence ete aie ie Seateiebaie casi reece 332 
Balto., Chesapeake @ Atlantic Ry...:.. .. .. 20: .«00ss00e= 341, 368, 398 
Bangor’ és Portland * Ry Re. Gao svare atacaterars cis aisle sare © steels etna ieee 212 
Baring “Bros, 05. Co,,.eedes sion sip. asters cists arcs sb era oe 309 
Barnesat Rees weiss siepiee sts) es! a lapets,ansit  etaaalels « heise eon tn eee 368 
BarnessWilliam Hise 5 ote dacs os 2h deme 210,257,258 3047415 oe ato 
Bedford & Bridgeport R. R........... 103, 128, 130, 136, 149, 214, 215, 321 
Bedford iés!Hollidaysburg Ru. Rivsestackin cs so os aan ete keane 
Sh yoy go kal eh CAME ies 2 hin one toe enenE EM en eee eee are Be, Coe Rees Sm. 48, 61 
Bellefonte'&:Snow' Shoe. RB: Roos c...ks oe ee ee ee 201 
Bellefonte; Nittany o& Lemont i. Rs. .es.i< y nce ate eee 210 


Belvidere: Delaware RK, Rosi vsscs oc ass wee va ene oe ee ae ee Oost mead 
Bessemer Steel, manufacture of........ 2.02.0 0.00 s0dese cess +25, 234 
Bethlehem, extension’ tO) s/s. .0sis « 6s.505 sme eee Tee eee Se Ba 
Bethlehem: Steel Cos. + ss bcd cei oa we cieeases emia eee ee eae ee 372 
BIGGIE AlexANeL cu: 5.0 trond Gals e AED Sa een nto LOG Les Loe oe 


Biographies: 
Ptterburyy Woe Woe. o's saci. t sso sainiaa ns ale Meee GRY Rah ate eee oF ad 
Cassatt AL Joi. k. sid ss so pare ee ey ae een eee ok OG Ohare 
McCrea, JAMES, . oo. Luo a 3 kb aly pete ete Cette aie renee nee: eae 305 


Werrick Semel. V. 3). c.50 scsi said science one ene eee 13 
Pattereon,, William Cy oi s-ck's os galore arte ete octane us wt ne 25 
FROA, SAMUS Ss) cis since o> 3 be Ree eee ine et oe oe 332, 333 
oOberts, George: B.... v.25 oa eee ee neers ee ee 197 
SSCOLE) A MOMAG A cies ec ciensce sage ese a CL RR tee 120 
LMOMGON, PPAR yc ..c. svn vis nee eR eine ee 252 


jcnomson;. John Hdgar’:)...;.... ». «jsssiis10 sae EUnet cient Se 
Black; George isos. cco cacla es os 9.8 tel eee eae ee ee 119 
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Board of Directors: PAGE 
(See Directors). 
Feratene satielel ste eee ane oe, cscce aie SIDS ars Ble ete 119 
Bonds, (P. R. R.): 
Collatersi Note to) WU. SoGovts.. 5 sic cc cscs Gaalaw omen 393, 395, 396 
Consolidated Mortgage: 
BSS Seg ERR ve bp Core iL) 403g 1 Os Ue eee ee Se 309 
Final assue,, mortgarve closed: .. a. < cc «<0.» aasiatersionts 339 
CES Ss Sinks a 16 GACY Sto Te Ota ee a ec a 107, 309 
Rael CREME 2c oP OES se Rit igte le oc a eet 159, 160 
Recommendation as to sale and release of pledged securi- 

RS este eer RG PE Aah acs ok iene ao 160, 169, 170 
Reservation of General Mortgage Bonds.............. 340 
Sales of bonds thereunder............0..........107, 309,339 
4 Sar pe 0) eee |S Bladen Se a ogee, area eS Be rates ere 2 106, 107 
Wanecessary to pledge: securitiess: 2. 5.4.04: as5..0s wmaearne 169,170 

raver tates yl 02) 2 eh Ne chs og 3.5 24 mato ames 278 
Ee Te el aS 1S CED ice ee he ee 289 
First Mortgage. . Bie eis ons ashe Sid, als aie, OfsiatesO AsO Oy: OO 
French Franc pon (Pa. ch ),. eae Aare oe ee 292, 344, 345 
eomrent Wartonpe (1867) 4 eso 8 6 aac GA Bene PR TPS Tl ay / 
General Mortgage (1915): 
. Ceneior nid Cerins Ol ene oaieie ere coed sce eid SER Ee 339, 340 
Long term issue could have been sold................ 378 
Pledged to secure 7% Gold Loan of 1920............ 377 
Pledged to secure 6 ie “id Gold’ Loan of 192175. .........- 383 
Risks of Bankers.. ee Te eR 7A AIS PORAR OTeR er 340: 
COE GOL ere co ontete iets te uy cent ayaa ie tes eth 340, 353, 372 
Issue of, (5%) to purchase Public Works of Penna........ 45, 66 
PPERSEIEN © SEEIICEOL oo petra sited riers SiH. © per eniel Wiens 8, 65, 66, 73, 106, 339, 340 
Purchase Pa. Co. French Franc Ctfs......................344, 345 
Purchase—stamping Sterling Bonds......................4. 344, 345 


Saleen Vear 77 bonds (1920), here. ke pac y ed ipl nl Ty B18 
Sale Fifteen Year 634% Bonds (1921),.................005- 383 


Sale Katty wearove Bonds (1924) 0 0ior. eee cess oc 396 

Recormie MIOCT PAPE: te. see fois ee oS muscprtae ap RAC eke «so sisse ts 41, 42, 66 

SOS tsa Get AI ATL ys Be Beer ie wceyns afaleue 0. suave rtanatermbacgrel kes ania BS), «ks 219 

Pee NV ANIA Lat Petey, onic se ye TA peleerni elec 80 408 ola 6 Od 316 
Branches 

JSS ya9 teh ahs OY TOUS ARTE ees ao nce, oo) ce a aera 80 

PE OV Stin Gow SSLISC IC DANII 4 6 dls sand tote a at sap etmaansnaie eis. 4,0 '@i8 ss 281, 293, 294 

TEL Gro IS BATS Ses 0 MIO OE A © Tene oy Cee RRM Rte Ramer 325 

ALAA neers a ce Fates ate NO iD ard: abe ns cre 281, 287, 294, 299 
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Chetan gute cs cares 05s aig wm: nu fe Cortina: eas Ape Ota ne 326 
Chestnut\BUIL, 225, ic «Shuts cos ee eee eee 204, 210,371 
Cresheten's cyidertttigese oo 5 a orc oyals peuple re ate ee 236, 237 
Edis wortilngs)).o:ccd ste dona sess stevsin iin roe ee 308 
EA QUvS US oie We ae, ssc le teh v.c salt ook oa ite eet nae en 218 
PAU p00 a racy Stes gcsnh Oe sw te Arash RTS Ow a jolts peal RO tea Se Pe 309 
Holderbavim ics Ave, sas esto ona ee ae eee JaRERA S 321 
Hollidaysbare <).. ais sieve sists» s:00el Sete ote oe rein Is tO et ee 93, 149 
Ilana neice Goie.ne wie eeees we eros Sea ee meet ornare 35, 43, 149 
Minersville iss 2290 ree % olwetase ale ereele ciara Singele ae oe eek 235 
Morrison’siCove oie css tires ne ie ea ee Sra eo eee 93 
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